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ABSTRACT 
International trade has assumed considerable significance 
on account of the key role it plays in accelerating the pace of development. 
The subject has since occupies a center stage in the wake of recent world 
wide economic development. Successful conclusion of the prolonged GATT 
multilateral trade negotiations and the thrust on globalisation in the Third 
World are the unprecedented developments, which have exercised a 
profound impact on international trade. Globalisation, economic 
liberalisation, structural reforms and global integration have become 
common in the developing centuries in recent years. In their effort to 
activate international competitiveness in export and to integrate their 
economies in to the global economy, developing nations have started 
liberalising their trade regimes and opening their markets for foreign 
competition. The process of structural reforms or economic liberalisation 
encompasses relaxation in their economic, industrial, fiscal, financial and 
trade policies. India and G.C.C. countries have not been an exception. 
Trends toward liberalisation in the Indian economy were well apparent 
during 1980s, but took concrete shape in mid 1991 when the economic 
condition of the country, especially the external sector, turned 
unmanageable. The Indian government had no option but to resort to full 
fledged macro-economic reforms and structural adjustment in order to bring 
the economy back in the normal situation and to speed up the pace of 
development. Economic reforms initiated in India during mid 1991 were 
broad based and comprehensive. They embraced vital, sectors of the 
economy and consequently industrial, fiscal, monetary, financial and 
external policies underwent sea change. This thesis is a study of 
performance of Indio-G.C.C. trade in the era of liberalisation and reforms. 
The details of the structure and organization of the study is provided in first 
chapter. 
Since 1991 reforms and liberalisation in India has become a 
continuous process, the economic policies have been changing regularly to 
make India's policies compatible to the policies of World Trade 
Organisation (WTO) and International Monetary Fund (IMF). Therefore 
after one and half decade, since reforms and liberalisation process was 
started, Indian economy has become very much open towards external 
sector. India's trades sector was liberalised to respond to the opportunities 
and challenges posed by the national and international development. Thus 
trade policy reforms began in 1991 focussed on liberalisation, openness, 
transparency and globalisation. The reforms package focused on outward 
orientation in the economy fi-om import competing activity to export 
promotion activity, moving away from quantitative and tariff restrictions and 
improving competitiveness of the Indian industry to meet global market 
standards. 
Trade policy reforms have provided an export fi*iendly, fi-ee trading 
environment conducive to accelerate export performance with simplified 
procedures. Thrust of the policy has been export promotion, which is crucial 
for external sector management. Trade reforms revised continuously since 
1991 have helped to strengthen the export production base, remove 
procedural irritants, facilitate input availability besides focusing on quality 
and technological upgradation and improve competitive edge. Trade policy 
reforms in the recent past, with their focus on liberalisation, openness, 
transparency and globalisation have provided on export friendly 
environment. Such continued trade promotion and trade facilitation efforts 
of the government have strengthening the export growth. The analytical 
treatment of the on going reforms in India as well as G.C.C. countries is 
provided in the second chapter. 
The G.C.C. countries remained one of the most prominent areas of 
the world since ancient times. Discovery of huge oil and gas reserves in this 
region further increased importance of these countries. It was mainly since 
October 1973 that the region acquired an enviable position in international 
context in terms of business prospects. It emerged as one of the leading 
commercial and industrial centre on the face of globe. The developments in 
1973 leading to the substantial hike in oil prices and the immediate wealth 
fetched from that completely changed the economic structure of the G.C.C. 
countries. The strategic importance of the area both as a supplier of oil and a 
fast expanding market has considerably gone up. It is quiet obviously 
reflected in the massive flow of international goods and services acquiring 
new dimensions. 
With a favorable balance of trade position and accumulated funds. 
The G.C.C. countries have initiated bold new programmes of modernisation 
and industrialisation to speedily build up infrastructure to diversify their 
economies in desired directions. This has also resulted in the large-scale 
import of capital goods, consumer durables, skilled and non-skilled 
manpower from the world. Over the post three decades G.C.C. countries 
have witnessed an unprecedented economic transformation. The structure of 
G.C.C. economies and the composition of their exports are also changing. 
The weight of the manufacturing sector has been growing very rapidly in 
Saudi Arabia, While UAE has become center of the regional trade and 
related activities. Whereas banking and insurance sector is by far the single 
most important sector in Bahrain, in Qatar, natural gas is well on the road to 
bypassing oil as the key sector in the economy, and in Oman the growth 
strategy is centered on developing its natural gas resources and truism has 
just begun to bear fruit. 
In all G.C.C. countries progress has been made over the past few 
years towards fiscal consolidation lessening the budget's vulnerability to 
terms of trade shocks from oil price volatility. Countries like Kuwait and 
Oman have made progress in separating public expenditure decisions form 
the short-term development in oil revenues. The restructuring and 
privatization of utilities and related services have been placed at the top of 
the agenda in many G.C.C. countries. Oman, Qatar and UAE are presently 
relying on the private sector and foreign direct investment to fund and 
mange infrastructure projects in the energy and water sectors, while Saudi 
Arabia has moved aggressively to privatise telecommunication. These 
sectors were totality controlled and managed by G.C.C. countries public 
sector some time ago. Therefore G.C.C. countries are vigoursly 
implementing economic reforms and diversifying their economies to 
reduced dependence on the oil sector. 
Indo-G.C.C. trade relations are age old. After India's independence 
a new era ushered in the indo-G.C.C. relations and particularly, since 1973 
many developments in the region opened up new avenues of economic co-
operation and collaboration in various fields. Further, since India introduced 
the policy of economic reforms and liberalisation, new dimension have been 
added to indo-G.C.C. cooperation. Today India is the second largest trading 
partner of G.C.C countries. It is the largest single origin of imports into India 
and the second largest destination for exports from India. India's exports to 
all G.C.C. countries have been growing since 1991 after the liberalisation 
and reform. Before reforms and liberalisation India's exports to G.C.C. 
countries have been dominated by agro-based products but now due to 
technological advancement and competitive edge of Indian products in 
international market, India is now exporting various manufactured products, 
capital and project goods. The G.C.C. region gained prominence in India's 
foreign trade particularity after trade policy liberalisation, which began in 
1991. All the G.C.C. countries heavily dependent on the imports of the 
different kinds of goods and services. Because of their high dependence on 
imports and continuous inflow of capital they have become potential 
markets for the other world economies. In the Sixth Five Year Plan (1980-
85) India recognized the potentiality of these markets. It was stated in the 
Draft Sixth Five Year Plan that "we must continue our endeavors to capture 
as large a share as possible in the import of G.C.C. countries, which may be 
expected to continue to grow even if at a slower rate than in the past". Since 
the policy of reforms and liberalisation introduced in 1991, Indian exports 
become more effective in G.C.C. countries due to abolition of procedural 
irritants. Indian exporters started searching market for their products in 
G.C.C. countries very quickly to capitalize the policies and incentives 
provided by Indian government with reforms and liberalisation. And export 
to these countries received momentum. India's export to G.C.C. courtiers 
increased from $890 million in 1990 to $ 8.5 billion in 2004. The share of 
India's exports to G.C.C. countries also increased from 1.86 percent in 1990 
to 6.75 percent in 2004. During the above said period India's exports to 
G.C.C. countries increased by 849 percent while India's global exports 
increased by only 362 percent from $17.5 billion in 1990 to $ 82.4 billion in 
2004. Thus India's exports to G.C.C. countries have been growing faster 
then India's global exports. This trend clearly shows India's capacity to 
compete in highly competitive markets of G.C.C. countries. 
The G.C.C. markets have been very competitive because 
developed countries like United States, United Kingdom, France, Japan etc. 
have been dominating these markets since the occurrence of first oil boom 
and they have established themselves in these markets. But during the oil 
boom period developing countries like India, China, Brazil, Korea etc. were 
not in a position to substantially enhance their exports to G.C.C. countries 
due to their inefficiency to produce quality goods and lower ability to 
compete and entered very late in the G.C.C. market. Therefore when India 
become in position to exports manufactured products to G.C.C. markets due 
to reforms and liberalisation, it faced very stiff competition by the 
previously well established exporters in these markets. But Indian exporters 
succeeded to increase their share in each G.C.C. markets with some 
variation. UAE has emerged as the second largest trading partner of India 
after United States representing 70 percent of India's exports to G.C.C. 
countries. Previously, G.C.C. markets were dominated by industrial 
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countries. But now their share has been falling and the share of developing 
countries has been increasing continuously. Among the developing counties 
China has been giving stiff competition to India's exports in the G.C.C. 
markets. Before, liberalisation, India could not find a significant place in the 
G.C.C. markets, but in 1990s, G.C.C. region provided India on opportunity 
to pursue its policy of export promotion. In the new situations G.C.C. 
economies are shifting from Western Economies to the Asian region for 
their bilateral trade in East looking policy. As India in enjoying good 
relations with G.C.C. countries and the presence of large number of Indians 
in the G.C.C. countries provided added benefit to stimulate economic 
cooperation, India's exports to G.C.C countries were confined to agro-based 
products up to some times ago. But now India's exports basket to G.C.C. 
countries has been diversifying from agro-based products to manufacturing, 
capital and services export. But still largest part of Indian exports to G.C.C. 
countries remains dominated by agro-based product. The third chapter of the 
thesis provides the details of India's commodity exports to G.C.C. countries. 
Apart from commodities export, India has been exporting labour force 
to G.C.C. countries at a massive scale since the first oil boom period. Hence 
India's most valuable exports to G.C.C. countries has been labour it brings 
huge amount of foreign exchange in the form of remittances every year 
which is helpfiil in reducing India's huge balance of trade deficit form 
G.C.C. countries. Rise in the oil prices in the 1970s brought huge surplus 
capital to G.C.C. countries. Thus, this huge accumulated surplus capital, 
fluctuating oil prices and the exhaustive nature of this natural resource 
propelled G.C.C. governments to invest this capital to build up infrastructure 
and to diversify their economies from oil producing to other activities. 
Therefore this process of infrastructure creation and diversification needs 
very huge amount of human resources. G.C.C. Countries with the limited 
population base are labour scarce and also do not posses required technical 
and managerial skills. Thus G.C.C. countries remained heavily dependent on 
expatriate labour for their development. India's geographical proximity, 
established relations with G.C.C. countries and overall huge population base 
and labour abundance, finds a very substantial market for their labour 
exports. But after mid 1980s India's labour exports started falling due to fall 
in oil prices and resulted increase in the budgetary deficit of G.C.C. 
countries they stared reducing labour imports. Also completion of various 
projects that were started in 1970s further reduces the need of imported 
labour. Gulf war of 1991 forced Indian labour in Kuwait to return back on a 
massive scale, thus questioning the very sustainability of this potential 
market. But after mid 1990s India's Labour export again picked up and 
recently India's labour exports to G.C.C. countries has been increasing very 
fast. Though various G.C.C. countries have imposed strict restrictions on the 
imports of unskilled labourers to provide jobs to indigenous labour force. 
But even after this restrictions India's labour export is growing due to ability 
to perform better at lower wages and more law abiding tendency. Also 
increase in labour export can be attributed to the recent increase in oil 
prices, which has generated surplus income once again, and the budgets have 
become very sound. Various new projects have been started for 
diversification and development. Previously Indian workers were going to 
G.C.C. countries in the blue color jobs but now Indian managerial and 
technical expertise are giving tough competition to their counterparts from 
Western countries. And they are in a position to occupy higher posts in the 
multinational corporations. India's exports of work force vary among G.C.C. 
countries. Saudi Arabia has been the largest importer of Indian workforce. 
However the annual flow is more now towards UAE. The most important 
benefit from labour exports to G.C.C. countries has been inflow of huge 
remittances. Which not only augments scarce foreign exchange but also 
provides a potential source of additional savings and capital formation. 
Remittances from G.C.C. countries result in favorable current account 
balance and meet substantial proportion of the oil imports bill from G.C.C 
countries. Remittances constitute about 4 percent of India's G.D.P. and its 
impact on regional economies like kerala has been profound. Also the 
impact of remittances on the individual families has been very substantial to 
increase standard of living and productive capacity by investing this 
remittance in different kind of business. Thus India's labour exports to 
G.C.C countries not only provide employment but also its remittances have 
become a very substantial constituent of India's current account receipt. This 
subject is treated thoroughly in the fourth chapter of this thesis. 
Energy is of fundamental importance for the development of the 
economies. The need for affordable and clean energy will continue to 
increase especially in the growing economies. Rise in economic activities 
and income brought about by economic growth can expand energy demand 
in various ways. Oil is the cheapest form of energy to move over long 
distances, since reserves of coal and natural gas are neither concentrated in 
any one region, nor technically easy for transportation. The demand for oil 
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in the developing countries has been increasing very fast. China took the 
lion's share of the increase in demand in developing countries, next came 
India. 
The G.C.C. countries have gained tremendous importance in 
contemporary international arena due to its vast reserves and producing 
capacity of oil and gas. G.C.C. countries play a leading role in the world 
energy market. G.C.C. countries hold nearly 44 percent of global crude oil 
reserves and 24 percent of global natural gas reserves. These countries are 
highly dependent on revenues from the export of crude oil and natural gas, 
although revenues from gas are still relatively modest. Despite efforts of 
economic diversification to increase non-oil contributions to the G.D.P. 
members of G.C.C. countries still rely primarily on the oil sector to drive 
their national economies. 
Energy consumption is regarded as a very significant indicator of 
the state of development of an economy. In case of India energy 
consumption has been growing at an increasing rate. The liberalisation and 
reforms have brought in the group of the fastest growing economies of the 
world. The growth in Indian economy has stimulated growth in the industrial 
sector and has further resulted in significant rise in energy demand. As India 
is not self sufficient in its energy requirement, major share of her energy 
demand is taken care of by imports. And G.C.C. countries are the most 
important and crucial source of India's energy imports. Because of a higher 
dependency on the imported oil and gas to fulfill the deficit in domestic 
production and consumption, India has to secure its source of supply. Thus 
when liberalisation and reforms process started in India in 1991, energy 
cooperation emerged as the dominant feature of Indo-G.C.C. relations. This 
energy relationship is itself a part of the changing pattern of the global 
energy market. India is on its way to become one of the most important 
customers of the oil producing G.C.C. countries. India's dependence for its 
oil and gas on the G.C.C. countries has already increased and is expected to 
rise further. It is not only the oil consumption but heavy demand for oil 
based products like petrochemicals and fertilizers that provide the basis for a 
more beneficial relationship between India and G.C.C. countries, based on 
interdependence. Liberalisation of Indian petroleum sector and opening it for 
foreign invertors will further increase the cooperation in downstream 
activities. Saudi Arabia and UAE has been largest source of India's oil 
import among G.C.C. countries, discovery of huge gas reserves in Qatar has 
made it a potential supplier of natural gas to India. Fifth chapter of the 
thesis is a detailed discussion on India's energy imports from G.C.C. 
countries. 
Apart from petroleum oil, petroleum products and natural gas, 
India imports various other non-energy commodities from G.C.C. countries. 
But non-energy commodities imports form G.C.C. countries are very small 
and its share in India's total non-energy commodities imports is negligible. 
The six chapter deals with the India's non-oil commodities imports from 
G.C.C. countries where it is found that India's non-oil communities imports 
from G.C.C. countries mainly consist of sulphar and unrosted iron pyrites, 
metalifirs ores and metal scraps, organic and inorganic chemicals, pearls 
precious and semiprecious stones and after the liberalisation of imports of 
gold and silver it became also an important commodity of imports from 
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G.C.C. countries. Manufactured and crude fertilizer was also an important 
commodity which was imported in bulk quantity from G.C.C. countries but 
now India become almost self sufficient in the production of fertilizer like 
Urea. Thus imports of this item have been declining. But the raw material 
for the fertilizer production is being imported from G.C.C. countries. 
Imports of matalifers ores and metal scraps, organic and inorganic chemical, 
sulpher and iron pyrites etc. from G.C.C. countries constitute a substantial 
proportion in India global imports of these items. However the dominance of 
petroleum sector in India's imports from G.C.C. countries overshadows the 
non-energy imports from these countries. 
India's dependency on the G.C.C. countries has been 
significantly increasing India has been spending her precious foreign 
exchange earnings on imports of energy specially crude oil this makes India 
to face severe deficit in her trade balance. This aspect of Indo-G.C.C. trade 
is discussed in the chapter seven which is conclusion. This heavy imbalance 
in Indo-G.C.C. trade has to be gradually pulled towards the balance trade. 
For this India have to device the long run strategies. The commodities whose 
exports have potential for expansion in G.C.C. market have to be Identified 
and promoted. Indian government has also to pay special attention to the 
labour exports. These have to be organized regulated and opportunities for 
expansion for labour exports have to be identified and picked up. More over, 
the private sector has to move forward and make its own unique place in the 
G.C.C. markets. The ongoing reforms and liberalisation in India as well as 
G.C.C. countries have already resulted in significant enhancement of the 
bilateral trade. However, there are more opportunities ahead these have to be 
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tapped up. Because with the expansion of G.C.C. market, the competition in 
this marlcet is also growing very fast. Indian competitors in the G.C.C. 
market like China, Korea and others as well as Industrial Countries are 
certainly going to give cutthroat competitions. The Indian economy in the 
era of liberalisation and reforms has strong potential to out compete them. 
But dynamic strategies are required to be devised and implemented. 
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PREFACE 
The decade of 1990s has seen an expansion of economic activities 
among developing countries through a series of economic reforms and 
liberalisation, which in one form or another are still under way. The 
establishment of World Trade Organisation (WTO) facilitated the removing 
of barriers in the movement of goods and services across the boarders. 
Therefore India being a founder member of WTO has been making her 
external sector reforms compatible with the WTO norms. These reforms 
have completely changed India's trade scenario since 1991. Gulf 
Cooperation Council (G.C.C.) countries' external sector has been open due 
to its high dependence on the trade. G.C.C. countries' exports mainly 
consists of petroleum oil, gas and petroleum products while these countries 
import capital goods, consumer durables and food products for their 
consumption. India's geographical proximity and age-old relations with 
G.C.C. countries offers very good opportunity to capitalise on G.C.C. 
countries' high dependency on exports of oil and imports of various kinds. 
India's relations with the G.C.C. countries are two fold. First India's 
dependency on oil imports from these countries for her energy security. 
Second part of relationship pertains to India's role as an exporter of 
merchandise goods as well as man-power. G.C.C. countries are also looking 
at India as potential market for their oil and gas. After the reforms and 
liberalisation which were started in India in 1991, this mutual dependency 
has been increasing rapidly. Various agreements have been taking place to 
further increase Indo-G.C.C. cooperation for which a framework agreement 
was signed in August 2004 which will further facilitate to move forward 
towards Free Trade Area (FTA) agreement. 
The thesis contains seven chapters. First chapter provides introductory 
background to the study. It also deals with the extensive review of literature 
on the subject matter, scope of study, objectives, the hypothesis and the 
research methodology adopted for the research study. Second chapter 
presents a detailed discussion of economic liberalisation and reforms in 
India and G.C.C. countries with special regard to the foreign trade policy 
reforms. Third chapter is concerned with India's commodity exports to 
G.C.C. countries. Trends, patterns and competition faced by India's exports 
in G.C.C. market has been discussed in this chapter. Fourth chapter is about 
India's exports of work force and remittances sent by these work force. Fifth 
chapter is devoted to the study of Indian energy imports from G.C.C. 
countries and sixth chapter evolves the issues of India's non-energy 
commodity imports from G.C.C. countries. The seventh and final chapter is 
the summary of conclusions and the findings of the study. 
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CHAPTER- 1 
I N T R O D U C T I O N 
India and Gulf Cooperation Council (G.C.C.) 
countries have significant relations since time immemorial. An 
important constituent of these relations has been the economic 
linkage between India and the countries that constitute the 
membership of G.C.C. Trade is the most visible and significant 
constituent of the bilateral economic relations. Hence, for the 
two neighboring economies like India and the G.C.C. countries 
connected over centuries through commercial, cultural and 
religious link, there is bound to be great deal of mutual 
interaction resulting in substantial economic cooperation. It was 
the caravans and the Arab Dhows which linked these economies 
in the middle ages. Today in the globalised world the G.C.C. 
economies have assumed a new economic as well as strategic 
importance. 
y^ India's economic relationship with the G.C.C. 
countries attained crucial relevance since G.C.C. became the 
most important source of energy for the world. The 
unprecedented rise in the crude oil prices nearly four times by 
the oil exporting countries in 1973-74, followed by severe hike 
in 1979 ended the era of cheap oil prices. For oil importing 
countries it was severe and they took time to adjust themselves 
to the changed circumstances. But for the oil exporting countries, 
it meant generation and accumulation of huge oil revenues for 
the proper utilization of which these economies themselves were 
hardly prepared. Limited resources and production base meant 
limited production possibilities in the non-oil sector of these 
economies. Where as huge rise in oil income resulted in the rise 
in potentiality to import practically any commodity be it 
consumer, intermediate or capital goods in nature. Liberal import 
policies of these countries further facilitated imports. A 
relatively fast growth rate in population, compounded by rapid 
labour imports to assist the development process, added to the 
rise in the size of import demand in the G.C.C. countries. 
Therefore, exceptionally high import growth rates were observed 
in these countries after 1973. And G.C.C. countries emerged not 
only as substantial exporter of oil but in the process also 
emerged as a region of high import demand; The emergence of 
rich G.C.C. market in India's neighbourhood offered a promising 
scope for enhancing her exports. And gave India an opportunity 
to raise exports of large variety of traditional and non-traditional 
items. India's geographic proximity, historical and cultural links 
plus the presence of large Indian community of workers and 
traders in the G.C.C. countries were perceived as positive 
factors. India took this opportunity as a challenge and India's 
exports to these countries showed multifold expansion. 
In 1990's Liberalisation and reforms were introduced 
in India in consonance with reforms and liberalisation being 
introduced in almost all developing countries. The global 
reforms got further impetus with the establishment of World 
Trade Organisation (WTO) in 1995. All the G.C.C. member 
countries have become members of W.T.O. The joining of G.C.C. 
countries into W.T.O. fold makes it necessary for them to 
harmonize their trade, financial and other economic policies 
along with W.T.O. guided policies. This gives India an important 
opportunity to participate extensively in various G.C.C. schemes 
for developing their economies including agricultural, industrial, 
transport, communication and others. All of which would results 
for substantial increase in India's exports of capital equipments, 
raw material and consumer goods year after year. India has to 
take maximum advantage of these opportunities for enhancing 
her exports to the highest level. Not only the total size of 
exports, but the composition of India's exports to these countries 
has been such that it makes them an important destination of 
manufactured goods. In the study on India's exports it was found 
that India's manufactured exports to the G.C.C. countries were 
more sophisticated than her exports to the developed countries. 
The liberalisation and reforms have resulted in India 
becoming one of the fastest growing economies of the world. The 
growth in India's economy has stimulated increasing growth in 
the industrial sector. The rising growth in India's industrial 
sector has further resulted in significant rise in energy demand. 
As India is not self sufficient in its energy requirement, major 
share of her energy demand is taken care of by imports. And 
G.C.C. countries are the most important and crucial source for 
India's energy imports. Thus in a situation of growing industrial 
output and subsequent growing energy demand, India's 
dependence on the G.C.C. countries would significantly increase. 
India has been spending her precious foreign exchange earnings 
on imports of energy especially crude oil. It was reported that in 
India crude oil imports account for 30 percent of her total 
imports. This makes India to face severe deficits in her trade 
balance. G.C.C. countries are the main suppliers of crude oil to 
India. And thus they are the main recipient of India's 
expenditure on oil imports. Thus Indo-G.C.C. trade relations are 
very crucial to the growth of Indian economy. In addition to 
India's dependence on G.C.C. countries for her oil imports, India 
imports non-oil commodities also from this region. For India 
G.C.C. market is very important not only for India's commodity 
exports but also for its manpower exports. No doubt that India is 
perpetually in deficit with G.C.C. countries in her bilateral trade. 
But this is compensated by the remittances inflow coming from 
Indian workers in G.C.C. countries. The Indian expatriate 
workers have been important contributors to the development of 
G.C.C. economies. Thus Indo-G.C.C. trade relations are based on 
mutual benefits. It is to study the detailed performance of this 
phenomenon that the present study entitled "Trade between India 
and G.C.C. countries during era of liberalisation", has been taken 
up. 
0 . IMPORTANCE OF THE STUDY 
International trade has assumed considerable significance on 
account of the key role it plays in accelerating the pace of 
economic development. The subject has since occupied a center 
stage in the wake of recent worldwide economic developments, 
which constitute important events. In particular, the radical shift 
from iron curtain to market oriented regimes in the countries of 
eastern Europe as also the former USSR; integration of the 
industrialised nations into strategic economic alliances; 
successful conclusion of the prolonged GATT multilateral trade 
negotiations, the formation of W.T.O. and the thrust on 
globalisation in the third world are the unprecedented 
developments which exercise a profound impact on international 
trade.'* 
International trade is an activity of strategic 
importance in the development process of a developing economy. 
The importance of foreign trade differs from country to country. 
Normally, external trade is important for countries having a wide 
geographical area and possessing a great variety of natural 
resources. But, the dependence on foreign trade is far more 
important for smaller countries endowed with less variety of 
natural resources. 
Barriers to trade are obstacles which prevent goods 
and services from moving freely between nations on the basis of 
pure competition and comparative advantage. They are 
interferences imposed by national governments as part of their 
trade policy in pursuit of such goal as balanced international 
payments position, internal economic development, protection 
for an important domestic industry and maintenance of 
indigenous productive capacity in a strategic area. 
Though tariff barriers continue to be important in 
modern day trade policy. The non-tariff barriers have captured 
most of the attention in the last few decades. In addition to 
quotas some of the more prominent non-tariff barriers are 
multiple (discriminatory) exchange rate systems, countervailing 
duties, orderly marketing agreements (voluntary export quota), 
multiple valuation procedures for purposes of levying tariffs on 
imports, administrative hindrances in processing of import 
goods, technical standard and specifications ill-suited to foreign 
goods, and discriminatory government procurement practices. 
These barriers represent a diverse collection of protectionist 
devises used by governments to influence trade patterns. 
Globalisation is widely seen as the most important 
factor that could influence economies of nations the world over 
in the new millennium. The rapid advancement in information 
technology and communication has made it not just possible but 
absolutely essential for industry the world over to adopt or fall 
by the way side. 
The 1990's witnessed a paradigm shift towards 
market-oriented economic policies and a careful dismantling of 
obstacles in its wake all over the world. This has helped the 
smaller, emerging economies gain access to world markets, 
emergent technologies and collaborations. This has also given 
them a window to the developed world and helped them 
understand the significant role of globalisation as an instrument, 
which could be utilized not just to active economic efficiency, 
but also eradicate poverty. Globalisation has also resulted in the 
creation of a new business framework. More changes can be 
expected in the business scenario especially in terms of 
openness, adaptiveness and responsiveness. The most important 
aspects of economic globalization are: 
• The breaking down of national barriers. 
• The international spread of trade, finance and production 
activities. 
• The growing power of transnational corporations and 
international financial institutions in these processes. 
Though economic globalisation is a very uneven 
process but with increased trade and investment being focused in 
a few countries, almost all countries are greatly affected by this 
process. One has to understand and accept that globalisation is 
the strategy for the new millennium. Every country, developed 
and developing has to accept this and formulate their economic 
policies in response to this. The issue that concerns developing 
countries is how greater participation of the weaker economies 
could be ensured in the global process and what needs to be done 
to ensure that in the course of globalisation benefits percolate to 
the common people in all countries. The uneven and unequal 
nature of the present globalisation is manifested in the fast 
growing gap between the world's rich and poor people and 
between developed and developing countries; and by the large 
differences among nations in the distribution of gains and losses. 
However, globalisation is an irreversible trend and 
developing economies have to inevitably involve themselves in 
this process. One should therefore, carefully consider how to 
restructure the world trading systems to accommodate developing 
economies, by enabling them to benefit from globalisation while 
minimizing external shocks. The World Trade Organisation 
(WTO) should evolve more effectively, through an enlargement 
of waiver clauses, which takes into consideration the weaker 
position of developing countries. 
The 1990's have been an expansion of economic 
activity among the developing countries through a series of 
economic reforms in their economies, which in one form or 
another are still underway. This is associated not only with 
increasing cross-border movement of goods, services, capital 
technology, information and people but also with the 
organisation of economic cooperation between nations. As a 
mater of fact, integration with the world economy through 
globalisation and liberalisation is believed to be highly 
beneficial to those countries which have laid the requisite 
foundation for industrialisation and development. This has 
helped in raising productivity of the concerned economy. This 
has also helped in the acquisition of technological and 
managerial capabilities and the creation of institutions that 
would regulate, govern and facilitate the functioning of market.^ 
In India, there has been wide discussion at many 
levels on the importance of the member countries of the Gulf 
Cooperation Council (G.C.C.) and the attention to be given to 
this crucial region. India has been heavily dependent on this 
region for oil and gas. This makes it necessary to frame such 
policies that the country's future oil and gas supplies are not 
disturbed. The G.C.C. countries together with Iran, presently 
accounts for almost all of India's oil imports. It is a region 
which employs two-and-a half million Indians and enjoys one of 
the highest GNPs in the world. This region, which includes 
G.C.C. countries, Iran and Iraq, accounts about 65 percent of the 
world's total known oil reserves. Given the situation India's 
foreign trade policy is bound to be influenced by the oil factor 
because one of the most important issues for India in relation to 
the G.C.C. region is oil. Ever since OPEC became an effective 
cartel in 1973-74, oil has become the biggest single Indian 
import. India's economic security is now closely interlinked with 
the oil exporting countries of the Gulf. 
While analyzing the economic relations between India 
and G.C.C. region it would be interesting to trace the recent 
events that have shaped the foreign trade policy of India, which 
could also be helpful in understanding the nature of this 
development. The vital aspects of Indo-G.C.C. economic 
relations can be assessed in assessing the economic reforms 
being pursued in India, and the ongoing liberalisation, reforms 
and privatisation in the G.C.C. countries. The most important 
factor in business opportunities in the list of benefits which the 
G.C.C. countries can offer is their stability and high 
creditworthiness. And in order to capitalize on the opportunities 
offered by the G.C.C markets, and to ensure sound and profitable 
economic cooperation, India must take into account the 
development strategy of the region. What the G.C.C countries are 
after is not simply the establishment of production units, but the 
transfer, adaptation and acquisition of know how and technology. 
In the liberalisation era, the region has already been marked by 
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fierce competition in which only most efficient producers, agents 
and contractors can survive, and there is expected to be an 
increase in the complexity of market conditions as new 
regulations of market mechanism are introduced. 
The G.C.C. countries are now vigorously 
implementing the economic philosophy of free enterprise and 
development policy based on private sector participation which 
provides an excellent opportunity to India and other developing 
countries to gain from the region on a comparative advantage 
basis. Significantly, many countries in the region, with enormous 
private capital accumulated abroad, are allowing the private 
sector through market mechanism, to meet the region's demand 
for goods and services. After opening up the Indian economy 
since the early 1990s the Gulf nations in particular have offered 
a wide scope for joint ventures and are viewing India as an 
attractive partner.^ 
At the time when economic liberalisation and 
privatisation are on the agenda for both India and the G.C.C. 
countries. It would be interesting to know the nature of their 
economic relations in the liberalization era and its future 
prospects. As economic reforms in the G.C.C. countries provide 
great scope for India's technological and scientific involvement 
on a competitive scale, the question is how much has India been 
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able to achieve from the emerging marlcets of the G.C.C. 
countries and what are the prospects ahead? 
1.2. LITERATURE REVIEW 
In the following paragraphs, a comprehensive review 
of literature on India's trade relations with G.C.C. countries is 
presented to find out the research gap and to formulate the 
objectives and hypothesis of the present study. 
Jha, Ajay N. , in his book entitled "India's Economic 
Diplomacy in the Gul f , 1988, deals with historical framework of 
India's economic diplomacy with the G.C.C. countries in the post 
1973 era, covering various aspects of the foreign economic 
policy of India since its independence. It analyses the ever 
growing importance of the Gulf in the then global system, impact 
of oil boom on the overall socio-economic developments, also 
the new programmes of industrialization and, modernisation 
enunciated by these states, and India's trade relations with the 
gulf from the ancient time to 1947. Also attempts have been 
made to trace out the various factors and events which influenced 
and shaped India's policy towards the gulf in the post 
independence era till 1971, and developments in the 1970s and 
their impact on India's new economic diplomacy, its working in 
the post 1973 era has been examined. Though this book comes in 
the important period of oil era, but it is too old to discuss the 
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Indo-G.C.C. trade in the global environment of liberalization and 
reform. 
Narula Subhash^, in his book "Gulf Economies in 
Indian Perspective", 1988, analyses the gulf economies and their 
recent development efforts, and makes an attempt to view these 
from the Indian angle. This book is in two parts: one contains 
discussion exclusively about market of gulf countries, while 
second part deals with India's exports of merchandise goods, 
projects and manpower. The study ends up with a brief review of 
the Indo-gulf economic relationship. Although a very useful 
book but it covers a period prior to the introduction of 
liberalization and reforms. 
Narula Subhash's '°, other book "India's Gulf Exports, 
Features, Trends and Prospects", 1988, has made an attempt to 
trace India's response in the form of increased exports to the 
challenges posed by the price hike and itS implied consequences. 
Piling up of large oil revenues by oil exporting countries in a 
very short period and their gigantic development efforts and 
somewhat unmanageable growth in their imports. With the rise in 
their demand for practically everything on this earth, these 
countries provided India with a highly potential market in her 
neighbourhood. An attempt is also made to analyse the 
phenomenal growth in India's exports in terms of its pace, 
nature, and growth. He has correctly opined that India can 
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effectively participate in human resource development by 
providing required skills and can export trained and semi trained 
manpower to Gulf countries. This book also gives an excellent 
picture of India's exports in the Gulf but the need to revise and 
update this kind of study remains urgent. 
Nayyar, Deepak' ' , in his book, "Migration, 
Remittances and Capital Flows: The Indian experience", 1994, 
has constructed a profile of international migration from India, 
He has out lined the dimensions and trends in the migration 
flows and resultant financial inflows. This book also analyses the 
macro-economic implications and consequences of migration. It 
seeks to asses the impact of labour flows on output, employment 
and impact of financial inflow on saving, investment and the 
balance of payments. This leads to a discussion of policies, 
problems and issued with regard to the export of Workers and the 
inflow of remittances with special reference to the Indian 
experience. Though this book is very important for this thesis to 
discuss about the labour export and provides various important 
aspects related to India's labour export and remittances but there 
is a need for the data and analysis to be updated. 
B. Bhattacharya, Somastic Mukhopadhyay and Bimal 
K. Panda'^, in "India's Trade Liberalisation", 1996, have thrown 
light on impact of liberalization and measures supposed to 
remove the anti-export bias in the policy regime and create an 
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environment which will promote export of those products in 
which the country enjoys comparative advantage and promote 
only efficient import substitution. This study is important to 
understand the undergoing reforms in Indian economy. 
Man Singh Lalit, Dellip Lahiri , in "Indian Foreign 
Policy: Agenda for the 21^' Century", 1997, presents agenda for 
the 2V^ century intended to provide a perspective on India's 
foreign policy in the past fifty years and the challenges that lie 
ahead for India in 21^' century are discussed in detail. This book 
is also helpful in delineating the impact of reforms on Indian 
foreign policy specially the foreign trade policy. 
Khan, Javed Ahmed''*, in "India and West Asia: 
Emerging Market in the Liberalization Era", 1999, highlighted 
the economic liberalization and privatization drives in India and 
West Asian countries in 1990s and analyses economic 
performance under the centrally planned economic system of 
controlled regimes and highlights the trends in Indo-Arab 
economic relations in 1990s. Also concerned with India's 
relation with Israel and Iran during the same period, he explores 
the prospects of India's trade in the emerging markets of Arabian 
Gulf, with particular attention to the Arab private sector that is 
more attracted towards liberalization policy of India, Problems 
and prospects of the labour force in the Gulf region, its role in 
strengthening trade relations, the impact of remittances and the 
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new rules and regulations, with regard to foreign expatriates in 
the Gulf region are studied. This book gives important ideas for 
beginning of this study but lacks a separate and in depth analysis 
of India's economic relations with each of the G.C.C. countries. 
Muhammad Azhar '^ in his book titled "Contemporary 
Gulf Economies and Indo-Gulf Relations", 1999, opines that the 
inflow of massive oil revenue at the disposal of Gulf countries 
has brought these economies the prosperity and riches, they now 
enjoy. However, the low level of oil revenues in many years and 
the task of preparing for the post oil era have forced the decision 
makers in these economies to opt for economic diversification 
and reforms. The first section includes Oman, Kuwait, Qatar, 
Bahrain and Iran and discusses the policy responses to the 
various problems that these economies are facing. The second 
section of the book contains India's bilateral economic relations 
with the above-mentioned countries of the Gulf region. The book 
also provides an evaluation of Indo-Gulf economic relations and 
discuss the prospects of further improvement. But this book also 
does not cover all the G.C.C. countries. 
Najma Khan'^, in her book "Cooperation and Trade 
with India and Middle East", 2000, deals with the inter and intra-
regional cooperation of West Asian countries with special 
reference to India. The problems and prospects of cooperation 
and major obstacles to cooperation have been discussed in the 
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book to strengthen the existing relations between India and the 
West Asian countries. How to promote the export items from 
India to West Asian countries is one of the major objectives of 
this book? However, this book also does not focus G.C.C. 
countries exclusively. 
Vyuptakesh Sharan and Indra Nath Mukherji , in the 
book "India's External Sector Reforms", 2001, ej(plain the gamut 
of reforms introduced in the early 1990's and focuss exclusively 
on those in the external sector. It examines the ijeform measures 
in this area and evaluates their adequacy and dffectiveness. In 
particular it provides an analysis of improvement^ in the size and 
structure of foreign trade with the ultimate goal of reducing the 
current account deficit, increase in direct portfolio foreign 
investment to meet the deficit, alleviation of the external debt 
burden, strengthening of the balance of payment position through 
Indian ventures abroad. This book is quite helpful in 
understanding the ongoing reforms in India's external sector. 
1 S 
Dr. Anisur Rahman's , book "I^ndian Labour 
Migration to the Gulf: A Socio-Economic Analysis", 2001, 
throws light on labour migration to the West Asian countries in 
terms of the number of migrations in different years and the 
annual outflows and the socio-economic background of the 
migrants. The economic impact of migration has also been 
assessed along with its socio-psychological impact and its 
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implications. It empirically investigates the migration process, 
also analyses the economic impact of the Gulf remittances on the 
migrants families. This book gives a good picture of the Indian 
expatriates in the Gulf. 
Hasan Askari Kazmi and M. Idris Siddi q i ' ' , in their 
article "Direction and Composition of Indo-Gulf Trade During 
the 1970s", explain about the direction of trade of eight Gulf 
countries separately, i.e. Bahrain, Iran, Iraq, Kuwait, Oman, 
Qatar, Saudi Arabia and UAE during the 1970s. They also 
discuss about the commodity composition of the trade during 
same period. It certainly requires to be updated. 
Brij Mohan^°, in "Indo-Gulf Trade Relations: A New 
Perspective" concludes that Indian exports could not have 
significantly surpassed the actual performance, given the narrow 
production base. However, he suggests that an improvement in 
marketing credibility by improving the product quality, 
packaging and presentation, India could increase its exports in 
the Gulf. His findings could provide important clues to the 
present study. 
Muhammad Azhar , "India and Oil Exporting 
Countries: Scope of Energy Cooperation", is an article which 
throws light on the present and future energy consumption and 
the liberalization in the energy sector of India. It also discusses 
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about the cooperation between India and oil exporting countries 
in the field of energy. It could also be helpful in present study. 
Masood Hasan , In his article "Trade Links Between 
India and G.C.C. Countries", discusses about the importance of 
foreign trade in the economic development. The article deals 
with the trade patterns between India and G.C.C. countries and 
analyse the balance of trade and composition of trade. This 
article also analyses problems and prospects of the Indian 
exporters in G.C.C. countries. This study needs to be updated. 
Anisur Rahman , in his work "Migration of Indian 
Labour Force to West Asian Countries Problems and 
Difficulties", Presents detailed discussion about migration of 
Indian labour force to west Asian countries. In this article he has 
done a very extensive study about migration, occupational status, 
tenure of stay and frequency of migration. He has also discussed 
about difficulties in migration, like long waiting period, 
unfavourable terms and conditions, violations of employment 
contracts and facilities provided in host countries. This is a 
useful study for this thesis also. 
Sethuraman, S.^ "*, "Trade Scenario in Post 
Independence Era", has thrown light on the radical shift from a 
highly regulated to an outward oriented economy. India has 
generated immense interest abroad but it has a long way to go 
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before emerging as a strong global player in the field of trade. 
The present thesis is expected to improve upon his work. 
Prakash, B.A.^^ in his article "Gulf Migration and its 
Economic Impact: The Kerala Experience" advocates that the 
large scale migration and flow of remittances have resulted in 
unprecedented economic changes in kerala. Widespread changes 
has taken place in labour market; consumption, savings, 
investment, poverty, income distribution and regional 
development. As the majority of the migrant households are 
poor, the inflow of remittances has substantially reduced poverty 
in kerala. The migration has pushed up prices of land, 
construction materials, consumer goods, food articles, rent and 
charges on health, education, transport etc. This increase in 
prices has adversely affected the non-migrant households 
especially those belonging to poor middle class and fixed income 
groups. This study gives important clues to the issues of Indian 
migrant workers. 
Girijesh, Pant^^, in the article "West Asia in the 
Coming Decade: Implications for India" discusses the West 
Asian countries in the coming decade and how presence of 
America in the West Asian regions will effect the interest of 
India and its policies. He has briefly discussed about completion 
of Israel-Arab peace process, containment of terrorism and 
competition for energy and its implication for India. Although 
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this work does not directly deal with Indo-G.C.C. trade but 
discusses important non-economic facts which may affect the 
above. 
Muhammad, Azhar^^, in his article "Indo-Saudi 
Economic Relations", is only confined to the single country of 
Gulf Cooperation Council i.e. Saudi Arabia. In this work he has 
discussed trend and pattern of trade with India and Saudi Arabia. 
Commodity composition of trade mainly petroleum import from 
Saudi Arabia to India and India's manpower exports to Saudi 
Arabia. There is also discussion about financial cooperation 
between these two countries and the India's competitors in the 
Saudi Market. 
Rakshanda F. Fazli 's , paper "Indian labour 
Migration to the Gulf: Pattern, Problems and Policies", examines 
four central aspects of the labour migration system from India to 
the Gulf. First, the Patterns of migrations with the discussion of 
trend of migration and the quality and quantity of migration, 
second, problems of migrants, third the policies made by 
government to smoothen and facilitate migration system which 
also include the immigration laws of host countries, remittances 
from NRIs and return migration, and fourth the future migrants 
and migration system. This work is also helpful in the present 
study. 
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Lakshmy Devi K.R. , in her article "Globalization 
and International Migration of Women Workers: The Unforeseen 
Challenges with Special Reference to the Indian Immigrants in 
the Middle East ' , discusses about international migration of 
women workers with reference to migration from India to the 
Middle East. Apart from an analysis of the link between 
globalization and migration, the paper provides a detail 
description of the living and working conditions of the Indian 
women migrants in the Middle East labour market. This work 
gives important clues to the Indian immigrant Women workers. 
Tarique Anwar , in his paper "India's Relations with 
Saudi Arabia", presents discussion about the relations between 
India and Saudi Arabia. And claims that this has always 
remained cordial, fruitful and beneficial to satisfaction of both 
the parties. There may be some ups and downs in the relationship 
but for the advantages it brings to the nations, they carry on with 
the future programmes which are quite productive and 
regenerative. India's relations with Saudi Arabia may not be very 
high sounding from the diplomatic point of view but obviously it 
is extremely lucrative from the point of trade, commerce and 
cultural exchange. This study is also helpful for this thesis. 
Muhammad Azhar^', "Economic Cooperation between 
India and the United Arab Emirates in the 1990's" presents a 
comprehensive study about trends, patterns and commodity 
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composition of Indo-UAE trade. Also oil import from UAE and 
balance of payment between India and UAE is discussed here. In 
the last there is a discussion about the UAE aid to India. This 
work is also confined to one member country of G.C.C. 
Javed Ahmed Khan , in the monograph, "India's 
Search for Natural Gas in the Persian Gu l f , rightly points out 
that from the early 1990's, there is a growing demand for natural 
gas in India and that oil reform has helped in initiating 
negotiations to develop gas exports projects from the Gulf 
countries to India. It can be observed that as India initiated 
deregulations in its hydrocarbon sector, producers in the Gulf 
countries seized these as multiple supply opportunities to India's 
growing market. Gas consumption in India's growing economy is 
set to rise many folds in the coming years. In such scenario, 
India is rightly projected to be perfect market for LNG from the 
gas producing countries of the Persian Gulf. For the Indian 
government it would be more important that the new deregulation 
of oil regimes play an active role in the development of the 
country's LNG Market. This study gives very important clue to 
the present study. 
Zachariah, K.C., Prakash B.A., Rajan S. Irudaya^^, in 
his article "Indian Workers in UAE: Employment, Wages and 
Working Condition", deal with the immigration to UAE in the 
nature of contract migration. According to them the demand for 
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migrant labour, the wages and working conditions and the return 
migration are largely determined by the labour market factors 
and the immigration policy of UAE. Changes in immigration 
policy of the UAE government, competition of major 
infrastructural projects, and the economic recession have reduced 
the demand for unskilled and semi-skilled labourers substantially 
since 1996. Added to this is the effect of the policy of 
demographic balancing, the policy of Emiratisation. This article 
also covers only one G.C.C. country. 
1.3. O B J E C T I V E S OF THE S T U D Y 
The following are the objectives of this study. 
(a) To study the performance of Indian exports in G.C.C. 
countries in the era of liberalisation and reforms. 
(b) To study trends in Indian import from the G.C.C. 
countries in the era of liberalisation and reforms. 
(c) To study the nature of balance of trade between India 
and G.C.C. countries. 
(d) To study the performance of Indian exports of workforce 
in G.C.C. economies. 
(e) To study the impact of policy reforms on Indian labour 
exports. 
(f) To look at the future prospects of Indo-G.C.C. trade. 
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1.4. HYPOTHESES 
The work is essentially based on the secondary 
sources, hence hypotheses of the study are based on the "Pilot 
Research" conducted by researcher and are being tested by using 
published materials. The hypotheses are given as below: 
(a) G.C.C. markets offer great potential for countries 
pursuing liberalization programmes and creating vast 
opportunities to maintain or increase exports from these 
countries. 
(b) India's exports and imports from G.C.C. countries 
exhibit increasing trends during the period under review. 
(c) The economic structure of India and that of G.C.C. 
countries is such that they can be complimentary to meet 
each other's requirements. 
(d) The EXIM policy of India is capable to create conducive 
atmosphere for increasing exports to the G.C.C. 
countries. 
(e) The trade compositions have undergone a substantial 
change but still there are highly skewed and diversifi-
action is required. 
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1.5. SCOPE OF THE STUDY 
In the present thesis an attempt has been made to 
study trade relationship between India and G.C.C. countries in 
detail. The study has been done for the period of reforms in 
Indian economy to examine the impact of liberalization and 
reforms on trade and investment relationship between India and 
G.C.C. countries. 
1.6. RESEARCH METHODOLOGY 
This study covers a time period from 1990 to 2004. 
The logic for selecting this time period is that the countries 
selected for study have implemented liberalisation and reforms in 
this period and faced a sea change in the value as well as volume 
of their foreign trade. Moreover uniform data is available for this 
period. The nature of study is such that the researcher has to 
depend on secondary data for which the main sources are given 
below. 
(a) The yearbooks of financial statistics and direction of 
trade statistics. IMF publications, various issues. 
(b) Government publications of India and other G.C.C. 
countries. 
V 
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(c) Data regarding composition of India's trade collected 
i 
from various issues of statistics of the foreign trade of 
India by countries. 
Threadbare examination and incisive analysis of the 
data will be done with the help of statistical tool to arrive at the 
conclusion. 
1.7. SCHEME OF CHAPTERIZATION 
The entire study has been divided into seven chapters. 
First chapter provides introductory background to the study. It 
also deals with the extensive review of literature on the subject 
matter, scope of study, objectives, the hypotheses and the 
research methodology adopted for the research study. 
Second chapter presents a detailed discussion of 
economic liberalization and reforms in India and G.C.C. 
countries with special regard to the foreign trade policy. Third 
chapter is concerned with India's commodity export to the 
G.C.C, countries and fourth chapter is about the India's export of 
workforce. Fifth chapter is devoted to study the Indian energy 
imports from G.C.C. countries. 
Sixth chapter evolves the issue of India's non-energy 
commodity imports from G.C.C. countries. 
The final chapter is the summary of conclusions and 
the findings of the study. 
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CHAPTER - 2 
COMPARATIVE STUDY OF ECONOMIC REFORMS IN 
INDIA AND GULF COOPERATION COUNCIL (G.C.C.) 
COUNTRIES 
The preceding chapter was devoted to prepare the framework of the 
study. It included the introductory background of the study and extensive 
review of literature on the subject matter based on the review of literature; a 
research gap was identified to streamline the scope and objectives of the 
study. The hypotheses was evolved to corroborate with the objectives of the 
study. In order to examine the problems of the study, an appropriate research 
methodology has been adopted. 
The present chapter deals with the policy studies with regard to 
foreign trade before and after the introduction of economic reforms in India 
as well as Gulf cooperation council (G.C.C.) countries. Here our concern 
will be the Indian economic reforms and G.C.C. economic reforms, because 
trade reform is a part of economic reform and other reforms is bound to 
affect the trade policy of the country. One of the most significant 
developments in the world economy since the 1980s has been structural 
adjustments and macro-economic reforms introduced by a member of 
developing countries. India has not been an exception. Trends towards 
liberalization in the Indian economy were well apparent during 1980s, but 
took concrete shape in mid 1991 when the economic conditions of the 
country, especially in the external sector, turned unmanageable. The Indian 
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government had no option but to resort to full-fledged macro-economic 
reforms and structural adjustment in order to bring the economy back on 
rails. Economic reforms initiated in India during mid 1991 were broad-based 
and comprehensive. They embraced vital sectors of the economy and 
consequently, the industrial, fiscal, monetary, financial and trade policies 
underwent sea change. The reforms in different sectors are interlinked, 
though the way they are related may not always be direct and proximate^ 
2.1: India before the reforms: 
India's development strategy launched in 1950s, soon after 
independence aimed mainly at strengthening the industrial base of the 
country especially in basic goods and heavy machine building, and adopted 
the major substitution model to achieve self reliance. The development 
experience over the years was a mix of the good, the bad and the indifferent. 
Given the complexities, it would be idle to pretend that the everything the 
government did was right and also naive to suggest that the every thing the 
government did was wrong. There were both successes and failures. The 
achievements in the long run were, step up in savings, investment and 
growth combined with the development of a diversified industrial sector and 
a sustained expansion in agricultural output, which ensured food security. 
The shortcomings were the neglect of human resources, agrarian reform and 
exports, declining productivity of the investment and lack of international 
competitiveness, which required a reformulation of policies and a 
restructuring of the economy. The key strategy adopted for growth and 
progress in India after independence was a heavy reliance on planned 
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economy with an emphasis on public sector participation in economic 
development. Jawaharlal Nehru set up the planning commission as the top 
centralized planning body of the country. And then came into being the five 
year plans of which the second plan mainly emphasized heavy industrial 
growth. But inspite of their plans the economy was marked by slow growth, 
low income and existence of a majority of the population below the poverty 
line. After forty years the country was faced with a major economic crisis, 
mainly because we continued to cling to policies and institutions long after 
they had served their purpose. 
The policy of import substitution was established to protect infant and 
strategic industries. Import substitution has indeed been an important phase 
in the industrialization and development process, but impact was gross 
misallocation of resources to industry and enterprises, which provided no 
inherent advantages and could not survive competition internationally. The 
government also gave tremendous support to small industries, by reserving 
hundreds of products for them. Small industry also enjoyed subsidies by way 
of excise duty concessions, preferential import allocations, cheaper credit 
and sales tax concessions. Thus small industries preferred to stay small for 
all the benefits their smallness brought, contributing continuously burden on 
the already burdened economy. 
In order to protect workers fi-om exploitation, wages in the organized 
sector became a fixed rather than a variable cost. Wages were completely 
unrelated to productivity. And under aggressive union leadership labour 
became completely detached from the market ftmdamentals. Labour 
legislation also gave unrestricted freedom to trade union activity, which 
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ultimately had a corrosive effect. This prevented the emergence of a stable 
system of industrial relations, which in turn had a negative effect on the 
growth rate of productivity. Also it induced the managers in industries and 
agriculture to substitute capital for labour wherever they could, thereby 
retarding the growth of employment, which is the most effective instrument 
of poverty alleviation. 
If we consider the subsidy provided to the agricultural sector in the 
fertilizer, power, and irrigation, these subsidies hardly reach the targeted 
section and results in less than optimum allocation of the scarce resources. 
Policies especially those pertaining to foreign trade, continued to be rigid. 
When international trade was expanding rapidly, India preferred to be 
insulated and followed an inward looking policy of self-sufficiency. As a 
consequence India was bypassed by the trade boom, which had started in the 
fifties and lasted till the early seventies. India did not avail the opportunities 
to use foreign capital when the rates of interest were low. Indian 
participation in world trade was quite insignificant; it was 2 percent in 1950, 
which steadily fell to 0.7 percent in 2004.^ 
It was during the latter half of the fifties when the second five year 
plan was underway with its emphasis on heavy industry largely in the public 
sector that it began to be realized that India needed to export to be able to 
finance at least part of maintenance and development imports. The foreign 
exchange crisis that was looming large by mid 1957 reinforced the 
importance of export growth as a part of planned development. The 
pessimistic view about the potential for export earnings gave way to a more 
positive approach in the third plan (1961-66) with the introduction of export 
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promotion measures without deflecting from the thrust of imports 
substitution and industrialization.^ 
Renewed emphasis on export was laid in the fourth plan (1969-74) 
which envisaged progressive elimination of dependence on foreign aid while 
the fifth plan (1974-79) identified certain sectors, such as engineering goods, 
garments, leather manufacture and marine products for achieving increase in 
exports.'* Which brought some relief but at the end of the fifth plan, second 
oil shock in 1979 widened the trade deficit further. 
As pre-requisite for export promotion, the Cash Compensatory 
Support (CCS) and the Duly Drawback and Import Entitlement Schemes 
were introduced in the late 1960s. This was followed by the formulation for 
the first time of an export policy resolution (1970), which sought sustained, 
exports growth through productive efficiency and cost effectiveness to 
qualify for international competitiveness. The appointment of a number of 
committee relating to import liberalization (headed by Dr. P.C. Alexander 
1978) control and subsidies (headed by Late Mr, Vadilal Dagli 1979) and 
export promotion (headed by Mr. Prakash Tandon 1980). These committees 
came up with suggestions for rationalization in the structure of subsidies, 
promotion of export of services and investment in export sector with 
dynamic comparative advantage. 
At the beginning of the eighties, India embarked on the sixth five year 
plan (1980-85) which coincided with the huge current account deficit due to 
oil price hike in 1979. There was the greater recognition of the weakness 
bred by inward looking industrialization of the earlier decades. India had to 
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seek an IMF extended fund facilities of over five billion dollars in 1981 in 
the wake of the international oil price increase. 
Foreign trade policy issues came to the force in the early eighties and 
the view gained ground that India must avail the benefit of international 
division of labour by greater reliance on tariffs than import restriction and 
liberalization of imports of capital goods and technology. With external 
environment becoming increasingly important for India's steady progress, 
the government decided in mid 1980s to appoint a committee on trade 
policies headed by Dr. Abid Hussain, the then commerce Secretary and 
subsequently member of Planning Commission, and a committee headed by 
Mr. M. Narshimham to examine issues related to a "Possible Shift from 
fiscal to financial control".^ 
The Abid Hussain committee report was a path breaking exercise 
which emphasized that trade can not be separated from the national economy 
as exports are a means of transforming domestic resources into foreign 
resources, which are necessary to finance the process of development. It 
focused export as an engine of growth, though it did not recommend an 
export growth strategy.^ 
The problem of Indian economy which assumed crisis proportions in 
1991 did not develop suddenly. They had accumulated over several years. In 
fact, the origin of the crisis is directly attributable to the cavalier macro 
management of the economy during the 1980s which led to large and 
persistent macro-economic imbalances. The widening gap between the 
revenue and expenditure of the government resulted in growing fiscal 
deficits which had to be met by borrowing at home. Further the steadily 
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growing difference between tiie income and expenditure of tlie economy as a 
whole resulted in large current account deficit in the balance of payment 
(BOP) which were financed by borrowing fi-om abroad/ 
However, the Gulf crisis in the later 1990 sharply accentuated macro-
economic problems. This along with other developments together eroded 
international confidence in the Indian Economy and as a result countries 
credit rating in International capital market declined steeply. However, it has 
to be recognized that this problem of the economy did not assume crisis 
proportions abruptly. These problems in fact, were very much for years 
destroying the capacity of the economy to cope with any internal or external 
shocks. In the 1970s, the Indian economy was strong enough to bear much 
larger and more sustained oil shocks. But by 1990s, the situation had 
changed so much that the minor oil shock made disproportionately large 
impact on the economy and a macro-economic crisis erupted in the form of 
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unsustainable fiscal and current account deficit accelerating inflation. 
The fiscal crisis in 1990 was not an accident or coincidence. The 
fiscal situation had deteriorated throughout the 1980s due to the growing 
burden of non-developmental expenditure. The gross fiscal deficit of the 
central government was 8.2% of GDP during the late 1980s as compared to 
6.3% during the early 1980s. To fill the gap successive government, 
indulged in excessive borrowing fi-om internal and external sources leading 
to mounting internal debt from 35%) of GDP in 1980-81 to 53%) in 1990-91. 
This made the burden of servicing the debt onerous. Interest payments, 
which increased, fi-om 2% of GDP and 10%) of the center's expenditure in 
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1980-81 increased to 4% and 19% in 1990-91 respectively, had eaten up 
37% of total revenue collection of the centre.' 
The balance of payment crisis too was neither sudden nor unexpected. 
The policies followed in 1970's and 1980's created incentives for import-
intensive industrialization and production while export performance was at 
best modest. Consequently, the current account deficit doubled from an 
annual average of $2.3 billion or 1.3% of GDP during the early 1980's to an 
annual average of $5.5 billion or 2.2% of GDP during the late 1980's. These 
persistent deficits were financed by borrowing from abroad leading to 
increase in external debt from $23.8 billion or 14.3% of GDP in 1980-81 to 
$ 62.3 billion or 22.8%) in 1990-91. Consequently debt service burden also 
rose from 7.9%) of current account receipts and 14.9%) of export earnings in 
1980-81 to 21.7% and 29.8% respectively in 1990-91. As a result, foreign 
exchange revenues dropped to levels, which were not enough to finance 
essential imports even for a fortnight during the Gulf crisis.'° 
Instead of taking corrective measures to manage balance of payment, 
short-term debt was incurred to finance imports of petroleum and fertilizers 
while borrowing from international market were used to sustain imports. The 
rapid pile up of external debts and increased burden of debt servicing eroded 
international confidence in India's capacity for repayment. Thus the overall 
picture of Indian economy was not very comfortable during the pre-reform 
period and especially at the time of launching of the reforms. However, a 
massive structural reform was taken up to bring Indian economy back on the 
rail. In the preceding section a discussion about the reforms which were 
started in mid 1991 is taken up. 
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2.2: Economic Reforms in India: 
The challenge of consolidation is based on the premise that 
liberlisation, stabilization and privatization and poverty relief are intrinsic to 
transition. Well known formulas from reform are reiterated: market 
supporting institutions, a skilled and adoptable labour, integration into the 
global economy, good institutions, including good laws and effective 
informent mechanism and strong financial institutions. The obsessions with 
small government which can support and complement "rather than stifle" 
private enterprises are seen as essential. Undoubtedly there is universal 
agreement that it is essential to build a strong human capital base by 
reforming education and health systems. Finally openness to trade and 
foreign investment is seen as major force behind strong economic 
performance across countries. Therefore there is need to take into account 
the historical context of declining terms of trade which faces many 
developing countries. In spite of this, deeper integration into the institution 
of the global economy is recommended. Such thrust can not be envisaged 
without fundamental reform. 
During 1980's India had a fairly good economic performance. But 
towards the last years of the decade, and further in 1990-91, Indian economy 
entered an unprecedented liquidity crisis. As a result, India found it difficult 
to raise funds in the international markets. India was on the verge of default 
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on external payment liabilities. Under there circumstances, it was felt that 
there was no alternative but to undertake drastic economic reforms.'^ 
In the midst of the grave balance of payments (BOP) crisis of 1990-
91, the decision was taken in 1991 by the government of Narsimha Rao to 
give up the old economic policies decided to initiate far-reaching reforms 
that would transform India from a controlled closed economy into a fairly 
open economy in which not only would the private sector have much 
enhanced role, but the market would be given the prime role in the allocation 
of resources. Further, there would be a gradual opening up of the economy 
so that the economy would become linked to the world economy.'^ 
Fiscal reforms in India: 
The aim of fiscal reforms was to correct the fiscal imbalance like 
inflation, balance of payment (BOP) disequilibrium fiscal deficit in the 
1990's arising due to the Gulf war and subsequent rise in oil-prices. The 
major themes of the fiscal policy reforms were. 
i) A systematic effort to simplify tax structure and tax laws. 
ii) A deliberate move to a regime of reasonable direct tax rate and 
better administration and enforcement, 
iii) Creation of stable and predictable tax policy environment, 
iv) Reliance on non-discretionary fiscal and financial instrument in 
managing the economy, 
v) Efforts to strengthen methods of controlling expenditure. 
For achieving these targets the government aimed at collection of 
higher tax and non-tax revenues and to control public expenditure. However, 
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a committee under Raja J. Chelliah was appointed in 1991 to look into the 
taxation reforms. Acting on his recommendation, the Government of India in 
her reform drive restructured the personal income tax. Now there are lower 
rates, fewer slabs, a higher exemption limit and reduced number of 
concessions and exemptions. The high rates of customs duties have been 
reduced over the past years. The 2000-01 budget proposed to reduce the 
peak rate of protective customs duty from 40 per cent to 35 percent. The 
number of duty rates have also been brought down to four i.e. 35 percent, 25 
percent, 15 percent and 5 percent. The excise tax system has also made a 
switch from numerous and varying duties with large exemptions to one 
based on advalorem, and fewer rates and exemptions. The number of duty 
rates has also been brought down to three, a central rate of 16 percent, a 
merit rate of 8 percent and a demerit rate of 24 percent.''* 
Tax reforms were reinforced by modification to tax proposals 
armounced in January 2004 covering reduction in customs duties and excise 
duties on computer and aviation friel. Modifications in direct taxes included 
phasing out of filing of income tax returns for employees drawing salary 
income upto Rs.1.5 lakh, exemption of pensioners from the preview of the 
one-by-six schemes and expanding computerization for tax administration.'^ 
The union budget 2004-05 sought to expand tax reforms to encompass 
taxation of services and to facilitate the introduction of Value Added Tax 
(VAT). Two new taxes were proposed to be introduced, a transaction tax in 
equities and a tonnage tax for shipping companies. The service tax rate was 
proposed to be raised from 8% to 10% along with the addition of 13 new 
services under the tax net and removal of certain exemptions.'^ 
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Also Government is in process of eliminating subsidies on oil, 
fertilizers, LPG and Kerosene etc. To reduce the public expenditure, 
downsizing in various department and introducing compensatory pension 
schemes to bring down the non-plan expenditure. 
Financial Sector Reforms in India: 
The Indian financial system is in the process of rapid transformation. 
Since 1991, there has been substantial transformation and liberalization of 
the whole financial system. A crucial element of the financial sector reforms 
has been rationalization of the interest rate structure and permitting banks to 
fi"eely fix rates for domestic deposits with a maturity of over two years. For 
deposits up to two years, there is a prescription of a single maximum deposit 
rate. Therefore considerable flexibility has been given to the Indian banks to 
determine the cost at which they wish to raise money and lend it out or make 
investment commitments keeping in view their objectives of viability and 
profitability. Instead of privatization, increase in capitalization has been 
done through diversification of ownership to private investors up to a limit 
of 49 percent, thereby keeping majority ownership and control with 
government. In order to infuse a greater element of competition the phased 
introduction of new private sector banks and expansion in the number of 
foreign bank branches are being permitted. Measures aimed at establishing 
regulation and supervision of non-banking financial companies (NBFcs), 
especially those involved in public deposit taking activities, have been 
brought under the regulation of RBI. Development financial institutions 
(DFIs), specialized term-lending institutions, NBFCs, urban cooperative 
bank and primary dealers have all been brought under the supervision of the 
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board for financial supervision. Another positive development in the 
financial sector is the opening up of the insurance sector to private 
investment. Reforms were not limited to the banking sector alone. They 
extended it to the capital market as well. The companies issuing securities 
were free to fix price and premium. The reforms went on to permit 
companies to approach international capital market through the issue of 
Euro-equities under the global depository receipt (GDR) mechanism. Also 
reforms have been carried out in the government securities debt market. 
Automatic monetisation of the government's deficit have been phased out 
and the market borrowings of the central government are presently 
undertaken through a system of auctions at market determined rates. Foreign 
institutional investors (FIIs) were allowed to invest in government securities 
subject to certain limits and introduction of trading of government securities 
on stock exchanges for promoting retailing in such securities, permitting 
non-banks to participate in repo-market. 
Foreign Exchange Reforms in India: 
The wave of liberalization and reforms has brought various changes in 
the foreign exchange regime. These changes were brought to support the 
liberalized trade policy and foreign direct investment. India follows a market 
determined floating exchange rate, calculated on the basis of the basket of 
currencies. The exchange rate reform has been facilitated by the adoption of 
convertibility of rupee for current account transaction with acceptance of 
Article of agreement of the International monetary fund (IMF). And defecto 
full capital account convertibility for non-residents. Further calibrated 
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liberalization of transactions undertaken for capital account purposes in the 
case of residents. The foreign exchange regulation act (FERA) 1973 has 
been replaced by the market friendly foreign exchange management act 
(FEMA) 1999. There has been increase in instruments in the foreign 
exchange market by the liberalization, such as, development of rupee-
foreign currency swap market. Authorized dealers have been permitted to 
use innovative products like cross-currency options, interest rate, currency 
swaps and forward rate agreements (FRAs) in the international forex market. 
Authorized dealers have also been permitted to initiate trading positions, 
borrow and invest in overseas market subject to certain specifications and 
ratifications by respective bank's boards. Banks have also been permitted to 
fix interest rates on non-resident deposits, subject to certain specifications, 
use derivative products for asset-liability management and fix over night 
open position limits and gap limits in the foreign exchange market, subject 
to ratification by RBI.'^ Further permission to various participants in the 
foreign exchange market, including exporters, Indians investing abroad, 
financial institutional investors (FIIs) to avail forward cover and enter into 
swap transactions without any limit subject to genuine understanding 
exposure was granted also. FIIs and NRIs were permitted to trade in 
exchange-traded derivative contracts subject to certain conditions and 
foreign exchange earners permitted to maintain foreign currency accounts. 
Residents have been permitted to open such accounts within a general limit 
of US$ 25,000 per annum.*^ 
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Privatization in Indian Economy: 
The need of active private sector participation in Indian economy was 
being realized since tlie mid 1980s. Because the functioning of the various 
public sector undertakings (PSUs) incurred heavy losses and not performing 
the real role, which was expected from them. The thrust of the economic 
reforms initiated by the government of India on 3'^ '' July 1991 aimed at 
activating the forces of competition and efficiency. These reforms bring a 
dimensional change in the relative roles of the public and private sector. 
Now the private sector has been assigned a larger role in accelerating 
industrial development. Greater opportunities have been assigned to the 
private sector for infrastructure development of sophisticated industries like, 
Power, telecommunications, petrochemicals, and transport. 
In the process of privatization, in 1991 only eighteen specified 
industries related to security and strategic areas hazardous chemical, items of 
elitist consumption, environmental concerns needed license. At present there 
are only six industries under compulsory industrial licensing. The assets 
limits of monopolies and restrictive trade practices (MRTP) has been 
removed. The MRTP act is now used for controlling and regulating 
monopolistic, restrictive, and unfair trade practices. With a view to raise 
resources and ensure wider participation of private sector, disinvestments in 
PSUs in favour of mutual funds, financial institutions, workers and general 
public. The list of industries reserved for public sector was 17. It has been 
brought down to 4. At present only four industries of strategic importance is 
reserved for the public sector. Apart from the central government, many 
state governments have initiated significant procedural and policy reforms to 
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encourage domestic private participation in the development of their 
respective states. These include development of industrial estates, removing 
artificial barriers within states, decentralization of decision making, time 
bound clearance of projects, investment subsidies, exemption of sales tax 
and power tariff concessions etc. All these exercises at the government 
level are related to the changing economic scenario, where privatization 
would certainly create an environment conducive for the induction of the 
latest technology and would unleash both entrepreneurship and innovation, 
9 1 
which is expected to have a multiplier effect upon other industries. 
Change in Foreign Investment Regime in India: 
Whenever one talks about economic reform in India's external sector 
discussion on foreign direct investment (FDI) is bound to crop up. FDI is 
now widely perceived as an important resource for expediting the industrial 
development of developing countries in view of the fact that it flows as a 
bundle of capital, technology, skills and some times even market access. 
Most of the developing countries therefore offer a welcoming attitude to 
multinational enterprises (MNEs) that are usually associated with FDI. After 
following somewhat restrictive policy towards FDI, India has liberalized her 
FDI policy regime considerably since 1991. The liberalization has been 
accompanied by changes in the sectoral composition, sources and entry 
modes of FDI. The new industrial policy (NIP) announced on 24 July 1991, 
marked a major departure with respect to FDI policy with the abolition of 
industrial licensing system except where it is required for strategic or 
environmental ground. It also created a system of automatic clearance of 
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FDI proposals. The new FDI policy has allowed an increase in the stake of 
foreign investors in Indian companies. By the amendment in Foreign 
Rxchange Regulation Act (FERA) 1973, the new policy removed the 40 
percent ceiling for foreign equity participation that was in pre-reform period 
and it raised to 51 percent in normal cases and even up to 100 percent in 
special cases. The new sectors have been thrown open for foreign equity 
participation such as mining, banking, insurance, telecommunication, 
construction and management of ports, harbours, roads and highways, air 
lines and defence equipment, to foreign owned companies subject to sectoral 
caps. Foreign ownership upto 100 percent is permitted in most 
manufacturing sectors, in some sectors even on automatic basis, except for 
defence equipment where it is limited to 26 percent. And for items reserved 
for production by small-scale industries where it is limited to 24 percent. 
The dividend balancing and the related export obligation conditions on 
foreign investors, which applied to 22 consumer goods industries, withdrawn 
in the year 2000. The FDI in the retail sectors is being permitted recently. 
India has been identified as the second most attractive retail destination 
globally among 30 emergent markets. With the contribution of 14 percent to 
the GDP and employing 7 percent of the total work force in the country, the 
retail industry is definitely one of the pillars of the Indian economy. In this 
industry permission of FDI will further improve the efficiency.^^ 
External Sector Reforms in India: 
Prior to mid 1991, foreign trade of India suffered from strict 
bureaucratic and discretionary controls. The period after 1991 has been 
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marked by a substantial liberlisation of the trade policy while some 
liberlisation measures were taken to make export competitive in the 
international market and some were undertaken in the pressure of the 
international agencies. Moreover with India joining the world trade 
organization (WTO) in 1995 as a founder member, it is under an obligation 
to strike down all quantitative restrictions on imports and reduce import 
tariffs in a phased manner so as to open up the economy to world trade. 
Trade policy reforms in the recent past, with their focus on 
liberlisation, opermess, transparency and globalization, have provided an 
export friendly environment with simplified procedures for trade facilitation. 
The main features of the new trade policy evolved over the year since 1991 
are as follows. 
Improvements in Advance Licensing: 
A new value-added based advance licensing system has been 
introduced in which duty free imports of raw material and components are 
permitted upto a certain percentage of declared export value. Physical 
quantities and standards have not been determined for individual inputs. Self 
certified advance licensing facilities has been provided to export houses, 
commercial houses and superstar trading houses. The export time ceiling 
under this advance licensing scheme in Exim policy 1997-2002 was 
extended from 12 months to 18 months. Similarly the validity duration for 
advance licensing was also extended from 12 months to 18 months. And it 
still continues. 
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Rationalisation of Tariff Structure: 
The custom tariff rate is regularly on the decline since 1991. The peak 
rate was brought down to 150 percent from 300 percent in July 1991. It was 
further reduced to 110 percent in 1992-93, 85% in 1993-94, 65% in 1994-95, 
50% in 1995-96 budget and 40% in 1998-99 with a subject to 5% surcharge. 
But the budget proposals for 1999-2000 discontinued the surcharge; further 
the 2000-01 budget reduced the peak rate of basic custom duty rates to 35%, 
25%, 15% and 5%. However a surcharge of 10% has been levied due to 
revenue consideration. Now in the 2005-06 budget custom duty structure has 
been brought closer to that of East Asian neighbouring countries. Peak rate 
for non-agricultural product reduced from 20% to 15%. 
Removal of Quantitative Restrictions: 
Quantitative restrictions (QRs) on imports maintained on Balance of 
payment (BOP) ground and to safeguard the domestic industries were 
notified to world trade organization (WTO) in 1997 for 2,714 tariff lines at 
the eight digit level. But according to the guideline of WTO these QRs have 
to be reduced in a phased manners. In the exim policy on March 31, 2000, 
the government removed QRs on imports of 714 products from 1^ ' April 
2000, and further removed the restrictions of the remaining 715 products 
from April 1,2001. 
Decanalization: 
A large number of exports and imports used to be canalized through 
the public sector agencies in India. The supplementary trade policy 
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announced on August 13, 1991 review these canalized items and decanalised 
16 export and 20 import items. The 1992-97 Exim policy decanalised a 
number of items including news print, non-ferrous metals, natural rubber, 
intermediate goods and raw materials. 
Special Import Licensing: 
It is an incentive given to exporters to import goods which are 
otherwise restricted, subject to a payment of normal customs duties. The 
central government in accordance with the commitment made to WTO, 
announced relaxations in imports of a number of goods and Special Import 
Licensing (SIL) has been abolished on 31 March 2001, and goods from SIL 
list were shifted to Open General Licence (OGL), from April 1, 2001. 
Export houses, trading houses and star trading houses: 
To increase the marketable efficiency of exporters, the government 
introduced the concept of export houses, trading houses and star trading 
houses. These units are provided some special facilities and benefits by the 
government under the 1992-97 trade policy, export houses were provided the 
benefits of self certification under the advance licence system which permits 
duty free imports for exports. On March 31, 2002, 1832 export houses, 372 
trade houses and 60 super star trading houses and star trading houses 
working in the country. 
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EOU/EPZ/EHTP/STP: 
The units undertaking export of their products may be set up at Export 
Processing Zone (EPZ), Electronic Hardware Technology Park (EHTP), 
Software Technology Park (STP) and Export Oriented Units (EOUs). EPZs 
are special enclaves separated from the Domestic Tariff Area (DTA) by 
fiscal barriers and are intended to provide an internationally competitive 
duty free environment for export promotion at low cost. The government has 
liberlised the scheme for export oriented units and export processing zones. 
Agriculture, horticulture, poultry, fisheries and dairying have been included 
in EOUs. EPZ have also been allowed to export through trading and star 
trading houses and can have equipment on lease. These units have been 
allowed cent percent participation in foreign equities. 
Setting up of Special Economic Zones: 
In the export and import policy on 31 March, 2000, government 
announced a new scheme for setting up special economic zone (SEZ) in the 
country to promote exports. The policy provided for setting up of SEZs in 
the public, private, joint sector or by state government. It was also 
announced that some of the existing EPZs would be converted into SEZs. 
The government has offered more concessions for SEZ to bolster exports 
and foreign exchange inflows. All services rendered to a developer on a unit 
within SEZ would be exempted from service tax. This means that a service 
provider of any of the 51 odd taxable services including telephone brokerage 
and insurance will not be levied service tax with in the zone. 
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Export Promotion Industrial Park (EPIP): 
A centrally sponsored export promotion industrial park (EPIP) scheme 
has been introduced in August 1994 with a view to involving the state 
governments in the creation of infrastructural facilities for export-oriented 
production. It provides for 75 percent of the cost but with a limit of Rs.lO 
crore grant to state government towards creation of such facilities. 
Liberalisation of Export Promotion Capital Goods (EPCG) Scheme: 
It is an export promotion scheme under which exporters are permitted 
to import capital goods on concessional import duty. Under EXIM policy 
1997-2002, exporters of goods and services can import capital goods by 
paying only 10% import duty. It further liberlised in 2002-07 Exim Policy 
that EPCG licences of Rs. 100 Crore or more to have 12 year export 
obligation (EO) period with 5 years moratorium period, EO fulfillment 
period extended from 8 years to 12 years in respect of unit in agri-export 
zones and in respect of companies under the revival plan of BIFR. And exim 
policy 2002-03 extended the EPCG scheme uniformaly to all sectors and to 
all capital goods without any threshold limit of payment of 5% of duty. It 
has also been extended to identified service sectors. No additional custom 
duty is required to be paid. In all cases, export obligation fulfillment period 
is being extended to 8 years. 
Duty Entitlement Pass Book (DEPB) Scheme: 
The object of DEPB is to neutralize the incidence of basic custom 
duty on the import content of export products. This neutralization is 
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provided by way of grant of duty credit against the export products at rates 
announced by the directorate general of foreign trade from time to time. As 
part of Indian commitment to phase out export incentive scheme government 
in his 2002-03 Exim Policy abolished DEPB Scheme. And by April 1, 2002 
the DEPB Scheme subsumed into one drawback scheme. This Exim policy 
has also removed the threshold limit of Rs.20 crore for fixing new DEPB 
rates. This is expected to make the scheme more accessible to the exporters. 
Agricultural Export Zones (AEZ): 
The Exim Policy 2001 introduced the concept of Agricultural Export 
Zones to give primacy to promotion of agricultural exports. It would help in 
Intemationalisation of our agriculture, and help in shifting the terms of trade 
in favour of agriculture. Till March 31, 2004, the Union goverrmient had 
sanctioned and notified 48 AEZ, which were being setup in 19, various 
states. 
2.3: India's Foreign Trade Policy (2004-09): 
On August 31, 2004 a new foreign trade policy for the period 2004-
09, replaced the prevalent Exim Policy by the name of Foreign Trade Policy 
(FTP). The new trade policy highlights the view, "Trade is not an end in 
itself, but a means to economic growth." Exports are not only for foreign 
exchange generation but are an engine of growth that can create international 
economic activity in the country. For establishing this view point into 
reality, new foreign trade policy has set a broader obj^ptiva* qf^  doubling 
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India's share from 0.7% in 2003 to 1.5% in 2009 in global merchandise 
trade.^ '* 
The salient features of new trade policy are: 
• An express thrust of policy is on the exports of farm produce while 
exporters of specified farm goods would benefit from a new duty free 
credit entitlement upto 5% of the FOB value of exports, for all other 
agriculture products exporters would be allowed to import capital 
goods free of duty under EPCG scheme. 
• Policy comprises 'special focus initiatives' for employment intensive 
sectors like gems and jewellery, handlooms, handicrafts, leather and 
footwear. 
• The threshold for becoming a status holding exporter has been 
brought down from Rs.45 crore to Rs. 15 crore and export clusters of 
Rs.250 crore (As against Rs.lOOO crore at present) have been qualified 
as 'Town of export Excellence'. 
• By liberlisation of import of capital goods and the additional 
flexibilities for the frilfillment of export obligation under EPCG 
scheme, small and medium exporters would be benefited. 
• Three new export promotion schemes target plus gives incentives 
based on incremental export growth, 'vishesh krishi upaj yojana' to 
boost export of agricultural product and 'Served for India' to boost 
export of services started. 
• This policy focuses on procedural simplification and in the long run it 
would reduce transaction cost for the exporters. 
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• The new policy aims to create warehousing infrastructure for both 
exports and imports in India and wants to increase competition with 
the Free Trade Zones (FTZs) set up by UAE. 
• For giving a boost to foreign trade, policy proposes to set up Free 
Trade and Ware housing Zone (FTWZs) on the line of SEZs. These 
zones would be established in the areas proximate to sea-ports, 
airports or dry ports so as to offer easy access by rail and road. 
• Policy makers room for setting up of bio-technology Parks across the 
country. The policy announcement on service tax exemption for all 
goods and services exported including those from the domestic tariff 
area (DTA) will be available on 161 tradeable services. 
• Policy offers duty free import of labour intensive services such 
services are to be associated with labour intensive industries like gems 
and jewelry, handloom and handicraft, leather and footwear. 
2.4: Future Prospects: 
In the fifteenth years of economic reform, India is comfortably sitting 
on a mountain of foreign exchange reserves and a huge buffer stock of food 
grains. Macro economic management as revealed by low inflation rate, 
better money supply management, confidence in the external sector, stable 
rupee and so on, indicate that the report card of reform era is reasonably 
satisfactory. While admitting that the country has gained significantly from 
policy reforms, but this reform have still a long way to go. The reform 
process which was started in mid 1991 brings drastic changes in the Indian 
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economy, whether it is fiscal reforms, financial reforms, and external sector 
reforms. 
After all these reforms India still lags behind most of the Asian 
nations in the competition of globalisation. Still there are various kinds of 
problems prevailing in the country, which have resulted in poor FDI inflow 
in the country, and it leads to infrastructural bottleneck, which further 
effects, the production capacity. 
Therefore for attracting FDI, India need to have further reforms in the 
foreign investment regime and foreign exchange. From the point of view of 
external sector, India's trade is only 0.7% of world total trade although this 
was one percent at the time of independence. The new foreign trade policy 
2004-09 have set the target to double the share in world trade from 0.7% to 
1.5% upto 2009. The G.C.C. countries represent an important target market 
for India in this context. The next section discusses reforms in G.C.C. 
countries. 
2.5: Economic Reforms in Gulf Cooperation Council (G.C.C.) 
Countries: 
Prior to the discovery of oil, the economic activities Gulf Cooperation 
Council (G.C.C.) countries were limited to the agricultural activities like 
production of dates, vegetable and fhiits, fishing and exploitation of sea for 
pearls and other precious commodities. Sea-faring and boat building were 
also important economic activities, whereas the pearl diving was the main 
industry in Kuwait and some other G.C.C. countries. After the discovery of 
oil in 1930s the whole economic structure was changed but this change 
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gathered momentum in the oil boom period of 1970s. Which brought huge 
financial revenues. The G.C.C. countries with the exception of Bahrain, 
share one dominant common characteristics namely, oil. These economies 
are largely based on the extraction and export of a single commodity 
described as monoculture economies. This factor, the economic dependence 
of the G.C.C. countries on a single and depletable nature of oil resources 
means that each barrel of oil-extracted reduces the number of barrels to be 
produced in the future by an equivalent amount. 
The countries whose economies are based on depletable resource must 
adopt policies in the long run, that will enable them to maintain their 
standards of living after the resources are exhausted. It requires that policies 
enhance the business climate should be embraced and distorting economic 
policies should be eliminated, and the process of diversification of the 
economic activity should be fastened. The post 1973 period has been 
characterized by the important issues pertaining to the long run future of the 
G.C.C. economies. Implying that non-oil sectors should be developed so that 
a permanent fiow of income could be generated in the event of gradual 
depletion of oil resources and consequent decline in oil revenues. 
The process of industrialization and diversification has greatly 
accelerated the economic activity throughout the G.C.C. economies as both 
individual entrepreneurs and government policy makers assumed that 
industry was key to a better life. In fact this drive symbolized a break with 
the past, a break with traditional, slow moving economies, with primitive 
technology and with the role of supplier of primary commodities and buyer 
of manufactured goods. In G.C.C. countries the industrialization is assigned 
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to create greater balance in the growth and structure of the G.C.C. 
economies by making them less dependent on the dominant hydrocarbon 
sector. Remarkable changes have been taking place in economic policies in 
the G.C.C. countries also. These changes reflect a switch to strategy that, 
instead of trying to protect economies from the rest of the world, seeks to 
take advantage of opportunities offered by participa|;ing in the global 
economy. And they are putting in place more realistic, forward looking 
economic policies. G.C.C. countries' public sector have acted as the 
dominant players in their economies, investing directly in industrial 
capacity, financial institutions, and utilities. Today, the public sector still 
dominates the region's economies, providing by far most of the 
infrastructure and utilities, and substantial percentages 6f industrial output. 
The fiscal constraints of the past few years, however along with the 
increasing globalization of trade and investment flows, have caused a 
profound shift towards greater reliance on private instruments. This shift will 
eventually lead the government to change their role from that of "player", 
towards that of "referee" in competitive private markets. The shift from 
player to referee signals a change in the instruments of public policy from 
direct investment in goods and services towards regulation of the actions of 
private investors.^^ 
The pace of diversification since the 1980s has been very rapid within 
the Gulf Cooperation Council (G.C.C.) countries. In 1980, crude oil 
constituted 60 percent of GDP, its contribution fell to 30.5 percent in 1998.^ ^ 
UAE is probably the most dynamic as well as diversified economy among 
the G.C.C. economies. Despite having the third biggest oil revenues, it has 
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managed to avoid the heavy dependence on a single conimodity that is oil. 
Its diversification and economic liberalization is definitely her biggest 
strength. Not only UAE has been liberalizing her economy but also all 
G.C.C. countries has been under the wave of economic liberalization. It 
would be in the correct perspective of this study to discuss in short the 
liberalization and reforms undergoing in G.C.C. countrie3. 
Fiscal Reforms in G.C.C. Countries: 
In the 1970s oil revenues had far exceeded budgetary expenditures in 
the G.C.C. economies and substantial surpluses were accumulated over the 
years. However in the 1980s with the decline in the region's oil revenues, 
the G.C.C. countries started operating under deficit budgdt. These economies 
witnessed a transition from surpluses in the balance of payment and 
government budget into corresponding deficits. An examination of revenue 
and expenditures for each of the G.C.C. economies, reveals that all the 
countries have experienced budgetary deficits at some point since 1983. The 
G.C.C. economies recorded an aggregate current account deficit of around 
$5.14 billion in 1984 and a deficit of $4.30 billion in 1985, a sharp decline 
from surpluses of more than $66,54 billion in 1981 and $13.29 billion in 
1982.^' 
The main reasons for these deficits were high expenditure in the 
public services system, numerous direct and indirect subsidies and 
incentives provided by the G.C.C. economies to the consumers and heavy 
defence expenditures. Therefore G.C.C. economies were looking at ways to 
cut down on their unplanned expenditure and therefore budgetary deficit. In 
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this regard the main theme of the 1985-86 G.C.C. budget was rationalization 
of government expenditures, increasing non-oil sources of revenues and 
minimizing the draw down on foreign assets.^^ 
To finance the budgetary deficit G.C.C. economies have been 
diversifying their revenue collection by introducing personal and corporate 
taxes. In this contest a new income tax law (2004) has been implemented in 
the Saudi Arabia. G.C.C. countries have under taken measures to increase 
non-oil revenues. Prices of electricity, water and gasoline were raised, and 
telephone charges and domestic airfares were adjusted upwards. In Oman an 
excise tax targeting vehicles and certain luxury items was introduced and 
corporate taxes were increased to 12 percent in the budget of 1999-2000. As 
noted, resident permit fees for expatriates were raised in Saudi Arabia, 
which also increased electricity and gasoline prices ar^ d slashed subsidies, 
mainly for wheat production, by 80 percent in the last four years. Removing 
subsidies and simultaneously introducing an income allowance to those in 
the lower income brackets is a solution that can meet the legitimate interests 
of nationals but at the same time remove the economic distortions created by 
subsidies.^^ 
The G.C.C. countries have also been raising users fees and increasing 
visa and work permit fees to levels where expatrjat labour becomes 
appropriately priced. Estimates are that huge amount of the G.C.C. annual 
budget expenditure goes for defence and security, the Six G.C.C. countries 
allocated around $35 billion in 1998 for defence and other military related 
expenditures, with the highest per capita spending in Qatar at $2,033.^^ But 
now these countries are cutting down their defence expenditures and the fall 
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of Sadam Husain government in Iraq facilitated the decline in G.C.C. 
defence expenditure particularly Kuwait. Also there is a large-scale 
privatization taking place in the G.C.C. countries. The privatization of 
certain public sector enterprises and greater private sector participation will 
help to reduce the financial burden on the governments. It would result in 
cutting the public sector wage bill and making public sector institutions 
more efficient and also help in the reduction of deficit in the budget by 
creating profits. Therefore G.C.C. economies are working in every possible 
way to reduce the budgetary deficit and the problem of exhausted natural 
resources. For example in Qatar, a proportion of the revenues surpluses are 
being chanelled into a stabilization fund set up in year 2000. In the past 
whenever there was a fluctuation in the oil prices, there was almost 
immediate impact on infrastructure spending. It was bqdgeting according to 
the oil price, which meant people suffered. By the establishment of the frind, 
if there is a drop in the oil price, the ministry of finance will be reimbursed. 
If there is an increase, there will be more money spent on infrastructure. The 
fund therefore provides a guarantee and allows long term planning.^ "* 
Financial Sector Reforms in G.C.C. Countries: 
Since 1970s Gulf Cooperation Council (G.C.C.) countries have made 
significant progress in establishing a modem and well-established financial 
sector. They have introduced the economic and financial reforms, 
recognizing that economic growth and stability are often associated with the 
strong financial sector and quick adoption of the elements of globalization. 
Therefore in the G.C.C. countries financial and monetary authorities have 
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implemented financial sector liberalisation. These liberalisation programs 
have included deregulation, interest rates liberalisation, the gradual opening 
of the financial sector to foreign participation, increasing competition and 
privatization of banks and other financial institutions. Interest rates in the 
G.C.C. countries have been de-regularized and market forces now largely 
determine interest rate. The capital market in G.C.C. countries are relatively 
new and rapidly expanding as the role of the private sector is increasing and 
the demand for equity investment is rising. The emergence of bond markets 
is also related to the financial liberalisation. Untill the late 1980s banking 
sector and its rate of interest and credit allocation was governed by control 
regime. But the recent reforms have transformed the financial environment 
in the G.C.C. region. In this regard under the financial Services provisions of 
the WTO, UAE, Kuwait Qatar and Bahrain opened their financial markets to 
overseas banks in 2003. On the WTO advice Oman has permitted wholly 
owned foreign subsidiaries in banking insurance, brokerage and securities 
fi"om January 2003, Banks in the G.C.C. economies are becoming 
innovative. Several banks have initiated successfial Euro Medium Term 
Loan (EMTN) programmes, with the explicit aim of attracting Eurpean and 
other investors from outside the region. The G.C.C. financial market is open 
for competition. Riyadh granted licence to three international banks in May 
2004. Several banks fi-om other G.C.C. countries have recently been 
permitted to begin operations in the Kingdom. Kuwait passed a law in 2004 
re-admitting foreign banks, while there is a talk in the UAE of ending a two 
•ye 
decade hiatus on new international licence. Also the facility of online 
banking is being provided in the G.C.C. economies bank and some 
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international bank which were working in the G.C.C. countries, and brokers 
also provided the facility to trade on line. 
New capital market law 2003 in Saudi Arabia promises a new era for 
banks and non-bank financial intermediaries. The new law will open up a 
number of business opportunities for Saudi banks. Bahrain offshore banking 
sector is working well, but facing huge challenge thrown by newly liberlised 
policies in G.C.C. banking. Bank Muscat aims at overseas expansions. It has 
aquired 26% stake in India's centurion bank, and has focus on the G.C.C. 
countries with the immediate priorities being Saudi Arabia and the UAE. 
The bank Muscat is going head to head with its G.C.C. rivals, National Bank 
of Bahrain, Emirates Bank International and National Bank of Kuwait.^^ 
The G.C.C. stock market is relatively new, the Saudi stock market, is 
the largest in the G.C.C. countries and the foreign investors are permitted to 
own shares in the Saudi market through mutual funds. To attract foreign 
capital in Bahrain stock exchange ownership structure is liberalised, and 
allows G.C.C. investors to own upto 100 percent of listed Bahraini 
companies, and non-G.C.C. investors to own upto 49 percent. The UAE 
second trading floor (The first being Dubai), the Abu Dhabi Securities 
market (ADSM) started formal trading in November 2000. Trading 
commenced with 12 firms listed on the market, none of which were listed on 
the Dubai financial market. Qatar stock market was also opened to the non-
Qatari investors through mutual fund in 2001. Since liberalisation of 
financial markets, non G.C.C. investors are also permitted to invest in 
Kuwaiti equity. Foreigners are now allowed to acquire shares in companies 
listed on the Kuwait stock exchange and to participate in the establishment 
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of publicly listed companies through mutual funds managed by Kuwaiti 
financial institutions. The Muscat Securities Market (MSM) has been 
recognized as the most accessible of the G.C.C. stock markets, one of the 
region's most progressive markets and the best regulated and transparent 
capital market in the region. Out of 139 companies listed of the MSM, 121 
companies are open for foreign investors of which 39 are restricted for 
G.C.C. nationals.^^ 
The G.C.C. insurance market is one of the least developed sectors of 
the financial service industry. Now with the accession of free trade in 
services a norm of WTO required the G.C.C. countries to open up their 
markets to the activities of foreign insurance. Therefore the G.C.C. countries 
are increasing private sector involvement in the health and social insurance 
sector also. For example, UAE has approved the establishment of companies 
of foreign origin to provide pensions, health care and social insurance 
schemes for their people. 
One important group of banking services that has experienced rapid 
growth in all G.C.C. countries is the Islamic financial services. Many G.C.C. 
commercial banks have added Islamic accounts and banking services side-
by-side their regular banking operations. An increasing number of new 
Islamic investment institutions have been launched since the mid 1990s. 
They tend to be focused on financing and leasing operations and also 
manage wide-ranging portfolios of equities in companies and business 
activities of which are compatible with Islamic rules. The major policy 
challenge currently facing monetary authorities in the G.C.C. countries is 
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how to bring their Islamic financial institutions and activities under the same 
supervision and regulation as imposed on regular commercial banks 39 
Foreign Exchange Policy of G.C.C. Countries: 
The G.C.C. countries are highly exchange-oriented economies. Where 
external sector is dominant and most of the Gross Domestic Product (GDP) 
comes from external sector. Which in turn is dominated by oil related 
exports whose prices are denominated in dollars. Further the income from 
fr)reign investment made by G.C.C. economies are also mostly dollar 
denominated. Therefore a small exchange rate fluctuation can cause huge 
damage to these economies. Hence the float exchange rate was not 
considered to be suitable for G.C.C. economies. Further the characteristics 
of G.C.C. economies like small in size, depending mostly on the extraction 
and exports of oil made these countries best suited to have their currencies 
pegged to the dollar. Therefore, all the G.C.C. countries have chosen fixed 
exchange rate regimes, whereby their currencies are pegged to the US 
dollars. Having a fixed exchange rate, it helps them to maintain investor's 
confidence in the currency, encourages savings and investment and 
discourages capital outflow.'*^ 
In early seventies, Saudi Arabian Riyal was pegged to the US dollar 
but in 1975 Saudi Arabia shifted to International Monetary Funds (IMF) 
Special Drawing Rights (SDKs). But Saudi Arabia Monetary Agency 
(SAMA) gradually placed more weight on the dollar than the SDR while 
determining the exchange rate of the riyal. However, since June 1986, the 
riyal has effectively been pegged to the US dollar. Since 1986, the Omani 
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riyal has also been pegged to the dollar. Currencies of Bahrain, UAE and 
Qatar were formally linked to the IMF's special drawing right but in practice 
currencies of these G.C.C. countries are linked to the dollar at fix rate/' But 
Kuwait follows a different exchange rate policy, the Kuwaits dinar is freely 
convertible at an exchange rate calculated daily on the basis of a bucket of 
currencies weighted to reflect Kuwait's trade and capital flows. In practice, 
the dinar has closely followed the exchange rate fluctuations of the US 
dollar. But as on 1^ ' January 2003 Kuwait also pegged their dinar to the 
dollar officially. This move is according to the G.C.C. proposal in tune with 
aim of monetary unification. There are no restrictions on current or capital 
account transactions in Kuwait beyond a requirement that all foreign 
exchange purchases be made through a bank or licenced foreign exchange 
dealer.'*^ The G.C.C. countries are fulfilling one of the important criterias of 
successful monetary unification. Because all the currencies are directly or 
indirectly pegged to the dollar. They aim at achieving monetary union and 
also aim at attaining common currency by the year 20lO.'*^ 
Privatizations in G.C.C. Countries: 
The G.C.C. countries are witnessing an economic transition from the 
public to the private sector. The privatization of the G.C.C. economies was 
started in the early 1980s as a result of the deterioration of development rate 
and mounting budgetary deficit in addition to the instability of the oil 
market, unstable economic policies, increased unemployment, inflation, 
external debts. Forced by such conditions, the G.C.C. countries launched 
active liberalisation and privatization drive. Here also most of the strategies 
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of the G.C.C. development plans confirmed the necessity of increasing the 
role of private sector in enhancing local productivity rates and the 
diversification of national income sources, through investing in industry, 
agriculture, mining and services. The new policy of liberalisation and 
privatization transforms from total reliance on government expenditure, as a 
basic locomotive of economic activities, to private sector initiatives and 
investments in the G.C.C. countries. And this privatization process has 
started to yield important results in the G.C.C. countries. It also contributed 
to the bringing out of the G.C.C. economies that is more homogenous and 
able to deal with the international economic changes. 
Saudi Arabia's five-year development plan (2001-05), asserted that 
the kingdom would focus on privatizaton as a basic economic option. A 
supreme economic council has been formed to broaden discussion of 
economic policy and advise the government on reforms and privatization. 
On the recommendation of Council, the government has privatized the 
collection of municipal fees as part of the kingdom's drive to give the 
private sector bigger role in the economy.'^ '' Meanwhile, major sectors such 
as power and telecoms have undergone a huge restructuring programme. 
And a private GSM operator, Ettihad Etisalat is given licence to operate in 
the kingdom, and it abolished the monopoly of Saudi telecom in May 
2005."^ ^ Concerning water and power sector privatization in Saudi Arabia, 
'Shouaiba' Independent Water and Power Project (IWPP) and the Saline 
Water Conversion Corporation (SWCC) has been thrown open for the 
private sector."*^ In addition Saudi Arabia mining company (Maaden) has 
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short listed three banks for the mandate to advice on its planned 
privatization,'*^ 
Within the G.C.C., the UAE sees itself as a progressive force, in the 
economic sphere. The private sector is the comer stone of the future 
economy. The private sector has nearly doubled in size over the last 10 years 
in UAE. In 2003 the private sector contributed 44 percent of the total GDP. 
Under the UAE latest privatization plans, equity stakes in six-factories 
owned by the General Holding Company will be offered for sale. Moreover 
in April 2004, the federal government in effect threw open the 
Telecommunications sector by creating a regulatory body to end the 
monopoly of Emirates telecommunication Corporation (Etisalat).'*^ Abu 
Dhabi has built up a strong track record on the private power front. 
Taweelah B, is its fifth Independent Water and Power Plant (IWPP). 
Therefore Abu-Dhabi has been pursuing an innovative privatization 
programme in the utilities sector. The private sector has taken a prominent 
role in three high profile schemes in Abu Dhabi, the Saadiyat Island 
Development Project, the Dolphin Project and the Thuraya Setellite 
Telecommunications.'*^ 
Kuwait has also followed a privatization programme since 1994 under 
the management of the Kuwait Investment Authority (KIA). Kuwaiti 
privatization process is motivated by the need to increase the pace of 
economic development, which suffered slow growth rate in the beginning of 
the 1990s. The draft privafization law in Kuwait provides for the setting up 
of the higher committee for privatization under the council of ministers. The 
duties of the higher committee was defined as the planning, management. 
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implementation and supervision of privatization programme and 
operations.^^ KIA has announced plans to divest $2.7 billion worth of shares 
in 19 local companies as of the beginning of 2002 as a part of privatization 
policy. Also Kuwaiti parliament approved a draft law in 2001 that will allow 
foreigners including non-G.C.C. nationals to invest in the Kuwaiti stock 
exchange, and foreign residents could invest in the local shares through 
mutual funds.^' 
Private sector participation has been increasing day by day in Qatar 
also. The first attempt at privatization in Qatar took place in 1990 when the 
Qatar Electricity and Water Joint Stock Company was created to take over to 
manage the country's utility complexes including power generation and 
water desalination. It was 60 percent privately owned and 40 percent 
en 
government owned but the take over did not materialize. Qatar 
commissioned, Germany's Fichtner in 2003 to undertake a study on 
privatization of power transmission and distribution. And bids for Qatar 
second Independent Water and Power Project went in on 11 July 2004.^ *^ In 
the field of telecommunication Qatar Telecom (Q-Tel) has monopoly in 
Qatar and ventured outside of the home market for the first time in 2004, 
when it entered Oman. 
Bahrain is the most diversified economy among the G.C.C. 
economies. Therefore the process of privatization is also rapid. In January 
1994, the Bahrain government sold its 20 percent stake in the general trading 
and food processing company.^^ Bahrain privatization process passed several 
milestones in 2004. The kingdom's first Independent Power Project (IPP) 
Al-Ezzal, was successfully tendered and awarded. The kingdom became the 
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first fully liberlised telecom market in the G.C.C., after licences for the last 
untouched parts of the sector went on offer. Four leading international 
operators have been shortlisted to run Mina Salman and the new Hidd ports 
under a 25 year concession agreement. More private sector involvement is 
also being brought into waste water services and health sectors.^^ 
For Oman, the sixth economic plan (2001-06) emphasises at the 
privatization to make it a cornerstone of the economic development. 
Privatization of state owned industries is in progress in Oman also. Sohar 
Independent Water and Power Project will be 100 percent owned by 
developer consortium. It is expected to start functioning in 2006. Before 
Sohar comes on stream, about half of Oman's Power is already privately 
en 
generated. Oman is the latest G.C.C. telecom market to open its doors to 
private competition. The award of the sultanate's second GSM licence, due 
within some time, will take the first chip out of the monopoly enjoyed by 
Oman Telecommunications Company (Oman tel). Furthermore, the 
government is considering privatization of Seeb and Salalah airports. 
Therefore the privatization in all G.C.C. countries is taking its deep root and 
playing major role in the economic diversification and liberlisation. 
Reforms in Foreign Direct Investments in G.C.C. Countries: 
In the era of liberlisation, the Foreign Direct Investment (FDI) has 
proved to be a leading factor in improving the macro-economic structure of 
the economies world over. With the capital input, FDI also brings advance 
technologies and managerial expertise, which cuts cost of production and 
boost the efficiency. For attracting FDI country should have condusive 
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economic environment. In this context the G.C.C. countries have the 
advantage of offering their economic stability and high credit worthiness. 
They enjoy one of the highest per capita income in the world and have huge 
foreign assets. External debt is either very low or non-existent. Further the 
G.C.C. countries have been following active economic liberlisation and 
diversification which is also contributing to attract FDI. The free 
convertability of regional currencies, the freedom to repatriate profits and 
fees, and relative simplicity of the tax system also help to attract FDI. 
Despite this, the economic condition of the G.C.C. countries is not 
comparable to the developed industrial countries and investment flows are 
very low and growing slowly. The political and legislative hindrances are 
still there which is contributing in slow rise of FDI in the G.C.C. countries. 
There is another aspect to the slow growth of FDI in G.C.C. countries, which 
is its financial abundance. The G.C.C. countries are working hard to 
globalize their economies they are trying to reduce the obstacles day-by-day 
in the reforms and liberalisation process. Reforms are accelerating but from 
a low speed and with multiple obstacles in its path. 
The Saudi Arabian General Investment Authority (SAGIA) is 
targeting core-strategic investors. FDI amounted to be a mere 12.1 percent of 
GDP in 2003 and it was 17.5 percent of GDP in 1995. Therefore SAGIA is 
working to create a positive investment environment by removing all 
barriers obstructing the capital inflow and ensuring investment here save and 
secure. Saudi Arabia now follows highly liberal FDI laws that allow 
majority foreign ownership in most sectors, including power generation, 
water desalination and petrochemicals. The negative list which was banned 
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for FDI on strategic grounds, was shortened from 23 to 16. The upstream 
gas, printing, mobile phone, insurance and healthcare sectors are now 
accessible to Non-Saudis.^^ Saudi Arabia has approved new income tax law 
in January 2004, reduced the tax on foreign investors to 20 percent in most 
sectors, excluding natural gas and hydrocarbons. In October 2004, SAGIA 
unveiled its new five-year strategy to create a pro-business environment, 
provide comprehensive services to investors and foster investment 
opportunities in energy, transportation and knowledge based industries. The 
new mining law approved in September 2004, opens up the vast non-oil 
mining sector to foreign and private investors.^° 
United Arab Emirates is the second most diversified economy in the 
G.C.C. after Bahrain. UAE is seen as the 1?"^  most attractive country in the 
world to invest in by foreigners. In the World investment report. United 
Nation Conference On Trade and Development (UNETAD) says that UAE 
attracted $480 million FDI in 2003. But still FDI amounted to a mere 4.4 
percent of GDP in UAE.^' Therefore the reforms process has continued to 
increase FDI. In this respect the long awaited new company law will be 
issued in the second half of the 2005. It will allow foreign companies to own 
majority interests in local companies and make important changes to capital 
market regulations. The present company law allows foreign investors to 
own a maximum 49 percent in a company not registered in a dedicated free 
zone authority, where 100 percent ownership is allowed. The cabinet has 
also approved the creation of an independent insurance regulator aimed at 
meeting, international standards. World Trade Organization (WTO) 
requirements and encouraging foreign insurance companies to enter the 
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market. Abu Dhabi is also attracting some of the biggest foreign players to 
diversify its industrial base. 
Kuwait's investment climate is not as friendly as UAE's. The FDI 
inflow in Kuwait is only 1.2 percent of her GDP. In order to attract FDI, in 
1997, the Kuwaiti government drafted new foreign investment law which 
proposes to allow foreign investors to fully own companies they set up in 
this country. This law would allow any non-Kuwaiti concern for the first 
time to hold 100 percent of a company through a licence granted by the 
Ministry of Commerce and Industry.^ "* 
Qatar is keen to attract foreign investment which will enable it to 
exploit its natural resources and diversify its economy, in such a way as to 
protect it from market fluctuations. In this respect 100 percent foreign 
ownership in certain local projects is allowed. Also Qatar permits foreigners 
to take lease of Qatari land for up to 50 years. This reform aims to attract 
foreign investment and technology to the non-oil sector, allowing fully 
owned project in the infrastructure development, health, tourism and small 
and medium scale industries sectors. Qatar second Independent Water and 
Power Project (IWPP) bids opened on 11 July 2004. ^^  Speed of Qatar's gas-
led growth created a relatively wider opening for FDI which contributed 
about 16 percent of GDP in 2003. 
In order to meet WTO requirement Oman has been liberalising its 
foreign investment regime to facilitate entry of FDI. Tax rate is 12 percent 
which is same for foreign and local firms and new investors are offered a 
five-year tax holiday, frequently extended to a decade. Oman's door to 
foreign investor is wide open, 100 percent ownership has been allowed 
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which was only 49 percent in 1994 capital investment law.^ ^ FDI in Oman 
amounted to 12.6 percent of GDP in 2003. 
Bahrain is the most diversified economy among G.C.C. countries. The 
investment climate in Bahrain has always been conducive to foreign 
investors. Bahrain allows 100 percent foreign owned companies to invest in 
all sectors, on condition that they locate their regional headquarters in 
Bahrain. This way Bahrain has succeeded to attract world-class companies 
and huge amount of FDI. In 2003 Bahrain has about 72.4 percent FDI to its 
GDP. This data clearly reflects the economic environment of Bahrain for 
FDI.^' 
Foreign Trade Reforms in G.C.C. Countries: 
The dependence of G.C.C. countries on foreign trade had been very 
high. In G.C.C. Countries exports constituted 72 percent of the total GDP in 
1981, and imports constituted 37 percent. This data indicates the strong 
dependency of G.C.C. countries on foreign trade. The trading relations of the 
G.C.C. countries were mostly with the non-G.C.C. countries, because these 
economies were basically very similar. They depend upon extraction and 
exportation of their oil and gas. And also depend upon imports 
significantly. In the wake of liberalisation and diversification of G.C.C. 
countries this scenario is changing very fast. They have begun to produce 
many diversified products with the help of private as well as foreign 
investments. But still dependency on foreign trade of G.C.C. countries is 
high. Therefore the G.C.C. economies are reforming their trade related 
policies, like custom tariffs, quantitative restrictions etc. All the G.C.C. 
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countries are the members of World Trade OrgWij^tion (WTO)^d/they 
have to follow the norms of the WTO, to open up their-eeonomiegjbf global 
competition and shed up their undue restrictions on the trade. 
In her drive to achieve faster growth in trade and investment, Bahrain 
signed a Free Trade Agreement (FTA) with United State (US) in September 
2004. It is the first G.C.C. country to seek such an arrangement. But Saudi 
Arabia shows its disapproval at this FTA of Bahrain with the US. Saudi's 
have complained that the deal by an individual G.C.C. country will be 
counter to G.C.C. economic cooperation accords. This view is not shared by 
other G.C.C. countries, all of whom are in various stages of FTA 
negotiations with Washington. The immediate importance of FTA for 
Bahrain is less for her exports to the US than the potential impact on foreign 
direct investment. It is hoped that multinational companies will setup their 
bases in Bahrain to benefit from duty free access to the vast American 
Market.^' 
There are also indications that Abu Dhabi and Dubai are getting grips 
with World Trade Organization (WTO) requirement forcing liberalisation 
and competition prior to 2006. On 26 July 2004, UAE announced it would 
start implementing the WTO Agreement on Custom Valuation (ACV) after 
complying with all of the legal and technical requirements. In connection 
with the joining of WTO Saudi Arabia has already concluded bilateral WTO 
agreements with 33 countries and approved more than 12 trade related laws. 
A bilateral trade agreement with the US is also in progress.^' 
Further in the process of foreign trade reforms G.C.C. countries have 
launched the long awaited customs union as on 1^ ' January 2003. Imposing a 
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blanket 5 percent duty on most imports from non-member states, with the 
exemption of basic food-stuffs. Current duties had ranged from 4-12 
percent. The custom union delayed because the UAE had insisted on 
lower tariffs to preserve its status as a commercial hub, while Saudi Arabia 
attempted to protect its industrial sector from foreign competition which led 
it to push for high tariffs. Saudi Arabia and Bahrain had been expected to be 
hurt by the 5% tariff, as they impose higher duties although some economist 
suggest that the two countries will benefit because the lower tariffs will be 
offset by increased local sales of imported products due to lower prices. The 
custom union will streamline $46 billion in annual trade between G.C.C. 
members and is expected to be beneficial by giving them access to markets 
on better terms than if they were to negotiate bilaterally. It will enable the 
G.C.C. to take advantage of the economies of scale and to negotiate better 
deals with other trading powers. All goods produced in the G.C.C. countries 
would be considered 'national products' and would not be subject to tariffs 
when they are moved from one country to another within the G.C.C. The 
custom union would create a climate for healthy competition that would 
improve the quality of products, lower prices and open up investment 
opportunities in the region. The unified trading block will strengthen the 
G.C.C. countries collective position in international negotiations with the 
WTO. The custom union is significant because it is a key step to the G.C.C. 
securing a trade deal with the European Union (EU), which would bring 
about the elimination of tariffs on aluminum which attracts a 6 percent duty 
and petrochemical imports from G.C.C. countries.''"' It is hoped that the 
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union will foster specialization, given that many G.C.C. member compete 
with each other due to the similar nature of their exports. 
2.6; Future Prospects: 
The reforms, which was started in 1980s in the G.C.C. countries are 
still continuing with the same vigour. In a few G.C.C. countries reforms 
have quick impact and are changing the economic scenario very fast. But in 
some countries of G.C.C. process of reforms is slow. The reforms have 
brought sweeping changes in the economies of the G.C.C. countries. A 
modem infrastructure and public utilities, which already existed is being 
transformed to be in consonance with the requirements of a market 
economy. Economic growth has substantially raised the level of income and 
considerably improved living conditions. Economic activities have been 
diversified with the noticeable development in the industrial and service 
sectors. External sector have also been liberalised. Now FDI is permitted in 
most of the industries. But still the FDI inflow in G.C.C. countries are low 
due to some unwanted restriction still continuing in these economies. 
Therefore, the restrictive laws of FDI will have to be gradually abolished in 
order to increase the FDI inflow. Custom union has come into existence but 
it still lacks some of the characters required to make it an ideal custom 
union. To come to the level of European Union the G.C.C. countries have to 
go a long way in reforms and regional cooperation. The G.C.C. countries 
also plan to adopt a common currency to improve its position in the 
international arena as a strong trading bloc. Although the economies of the 
G.C.C. have been diversified but yet a large part of the GDP in G.C.C. 
countries comes from the oil export. Hence the speed of diversification and 
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private sector participation should be increased to reduce the dependence on 
the exhaustable natural resources. Therefore the process of reforms is bound 
to continue in the G.C.C. countries to liberalise their economies under the 
WTO framework. 
2.7: Comparison Between India and G.C.C. Reforms: 
The reforms process in the Gulf Cooperation Council (G.C.C.) 
countries was started in the 1980s, The oil boom of 1970s brought in huge 
financial resources. But with the fall in the oil prices in 1980s various kinds 
of problems cropped up. To counter these problems due to fall in the oil 
prices these economies planned to diversify their economic bases, to save 
their economies from oil price fluctuations. Therefore in the process of 
diversification of their economies they started process of reforms. But its 
momentum has been increased in the 1990s and still it continues. But in 
India the economic liberlisation and reforms was mainly started in the mid 
1991 to correct its fiscal deficit. At this time India's condition on credit 
rating was very low before the international financial institutions. Therefore, 
it sought international monetary fund's help to correct the balance of 
payment problem. The IMF supported with their usual conditionalities to 
reform her economy and open it to the world. These reforms process was 
started under pressure but now it has become inevitable to stop the reforms 
process due to globalisation wave in the world and its accompanying 
benefits. 
The G.C.C. economies reforms and diversification was started much 
earlier than India's. Now India is ahead in the front of liberalisation and 
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reforms than some of the G.C.C. countries. G.C.C. economies were open 
since long because their economies were dependent on the external sector 
that is export of oil and gases and massive imports for all kinds. In the 
process of FDI inflow some of the G.C.C. countries are doing very well 
through liberalisation of their FDI laws and exchange rate stability. India has 
also liberalised their FDI laws and now most of the economic sectors are 
accessable by the foreigners. The external sector has also become very open 
and all the quantitative restrictions have been abolished and tariff rate has 
been brought down to open the external sector with the aim of achieving free 
export and imports. The privatization is in very advance stage in India where 
nearly every field is being opened for the private participation. And the 
public sector undertakings are being privatized. But in the G.C.C. countries 
like Kuwait private participation is very low and public sector is providing 
the main support to the economy. But in some countries in G.C.C. like 
Bahrain, Oman and UAE private participation is very high. Also other 
countries of the G.C.C. are in process to increase the private participation to 
diversify their economies. However, what is certain that both India and 
member countries of the Gulf Cooperation Council (G.C.C.) have committed 
to regulate their economies on the framework of free market mechanism. 
And the process of liberalisation and reforms in India as well as G.C.C. 
countries is an irreversible exercise. Which would facilitate India and G.C.C. 
countries to enhance their bileteral trade cooperation. 
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CHAPTER- 3 
INDIA'S COMMODITY EXPORTS TO G.C.C. COUNTRIES 
In the previous chapter an attempt was made to throw light on the 
economic reforms of India with special attention to the trade reforms, which 
were started in the July 1991. Also G.C.C. countries' economic reforms has 
been discussed in the previous chapter. Where it was revealed that India's 
and G.C.C.'s economic policies have been changing drastically. The 
economies of India and G.C.C. countries are continuing with further 
liberalization and diversification of their economies, to fulfill the W.T.O. 
norms as member of W.T.O. This will enable these economies to compete 
with the Global world economy and to make faster development in 
economic sphere. The present chapter will deal with India's exports to the 
G.C.C. countries, its trends, patterns and composition of the commodities of 
exports. Attention would also be paid to the competition faced by India's 
exports in the G.C.C. market since 1990. 
Exports of a country are considerably influenced by her export 
policies and the success of the export policy is reflected in economic 
development via export-promotion. Evidence shows that there is a close 
relationship between export promotion and economic development and an 
increase in exports is an indicator of development. Also the strong relation 
between export growth and Gross Domestic Product (G.D.P.) is observed in 
countries with a high rate of savings and investment ratios. Despite the vast 
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and varied endowment of resources, and a long coastline, India has failed to 
become a major exporting country with a high Trade- G.D.P. ratio. Owing to 
the large internal market resulting from huge population, in contrast to 
China, in which more than one billion population has not become a hurdle 
for the spectacular performance of exports. India exports as many as 8000 
commodities to 190 countries, but it is only a small player in terms of its 
share of world exports. 
India's trade policy till 1990s had been protectionist and therefore 
based on several regulations and controls. Huge tariff rates and non-tariff 
barriers had been the hallmark of the policy. On August 13, 1991 the 
Government of India (G.O.I.) made a statement on trade policy in the 
parliament ushering a new era in the foreign trade policy of India. The main 
purpose of the statement was to reduce controls, simplify procedures and to 
create a congenial environment for trade. From then on the focus shifted to 
promotion and development of foreign trade by facilitation instead of 
controls and regulations particularly for export promotion. After the 
sweeping reforms initiated in 1991 as a part of the globalization policy, the 
Indian economy is being integrated with the world economy on a large scale. 
One important indicator of this integration is the relative share of foreign 
trade in the country's GDP. The relative share of foreign trade in the GDP of 
the country increased from 14.07 percent in 1991-92 to 22.36 percent in 
2002-03.^ 
Since the advent of globalization and liberalization, exports of India 
picked up in terms of value increasing from US$ 18,148 million in 1990-91 
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to $63,623 million in 2003-04. Exports of India showed an impressive 
growth of 20.19 percent in 2002-03 and 20.37 percent in 2003-04 in dollar 
terms, increasing from $43,976 million in 2001-2002 to $52,856 million in 
2002-2003 and further to $63,623 million in 2003-2004.^ Export of India 
have shown an increase in absolute terms. But what is much more important 
is the relative position of India to the world exports. This is so because, the 
ability of a country to expand its share in world markets is generally taken as 
a reflection of the country's capacity to compete globally. Although India 
showed an impressive increase in absolute terms in recent times. But the 
relative share of India's foreign trade in world trade continues to be less than 
1 percent, which is lower than that of many developing countries from Asia. 
In the year 2003, the relative share of India of 0.8 percent in world exports 
was less than that of Thailand (1.1%), Malaysia (1.3%), Singapore (2%), 
Korea (2.6%) and China (5.9%)."^ 
In view of the problem of the relative low level of the share of India in 
world exports, one of the avowed objectives of the New Trade Policy has 
been to double the share of India in World Trade from 0.75 percent in 2003 
to 1.5 percent by 2009. For this purpose, the export target has been fixed at 
$150 billion each for the country's merchandise exports and services 
exports.^ To achieve these targets, India is searching new markets for 
exports of her products as well as concentrating to expand more potentially 
existing capacity to compete globally. The reforms package focused on 
outward orientation of the economy from import competing activity to 
export activity, moving away from quantities and tariff restrictions and 
improving competitiveness of the Indian Industry to meet global market 
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requirements. Trade policy reforms have provided an export friendly free 
trading environment conducive to accelerated export performance with 
simplified procedures. Thrust of the policy is export promotion, which is 
crucial for external sector management. Trade reforms revised continuously 
since 1991 have helped to strengthen the export production base, remove 
procedural irritants, facilitate input availability besides focusing on quality 
and technological upgradation and improve competitive edge. 
Gulf Cooperation Council (G.C.C.) is a market, which has been 
expanding fast, offering abundant opportunities for world exports of goods 
and services. G.C.C. has emerged as the region's foremost market for the 
industrially developed countries as well as developing countries. The size of 
the market may look modest because of its relatively small population, but it 
has a high level of purchasing power with the high per capita income. Thus 
it is one of the most prosperous markets in the world. G.C.C. countries have 
traditionally liberal import policy with no quantitative restrictions. A large 
percentage of imports coming into these markets enjoy duty free status in 
agricultural products, general machinery, equipment and raw materials used 
by the domestic industry and all goods locally produced and imported from 
the other Arab-Gulf countries.^ 
The G.C.C. region gained prominence in India's foreign trade 
particularly after trade policy liberlisation, which began in 1991. Nearly all 
the G.C.C. countries heavily rely on necessities and manufactured goods 
imports. Because of these features and due to a continuous inflow of capital 
they have become potential markets for the other world economies. In the 
90 
Sixth Five Year Plan (1980-85) India recognized the potentiality of these 
markets. It was stated in the Draft Sixth Five Year Plan that "we must 
continue our endeavour to capture as large a share as possible in the imports 
of G.C.C. countries, which may be expected to continue to grow even if at a 
slower rate than m the past". Since the policy of reforms and liberalization 
introduced in 1991, Indian exports became more effective in these countries 
due to abolition of procedural irritants. And exports to these countries 
received momentum. Indian exports to G.C.C. countries prior to reform in 
1990 was only $890 million. This increased considerably and more than 
doubled in a very short period of time by increasing to $1.94 billion in 
1994.^  India's exports to G.C.C. countries further doubled to $3.7 billion in 
2000, but declined marginally to $2.9 billion in 2001.^ After that the growth 
of export to G.C.C. countries has been very fast and has reached to a level of 
$8.5 billion in 2004.'° The share of India's exports to G.C.C. countries in 
G.C.C. total import was only 1.86 percent in 1990. It rose continuously and 
reached to 2.81 percent in 1995 and ftirther increased to 4.96 percent in 
2000. The present share in 2004 stands at 6.75 percent. The discussion in the 
coming section will be about India's exports to each G.C.C. countries 
separately. This section will be country specific. 
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3.1: India's Exports to Bahrain: 
Bahrain is a small country but its market is relatively big and its 
capacity of import is also very substantial. Total Bahrain's import was $3.7 
billion in 1990, which increased to $4.1 billion in 1995. In 2004 Bahrain's 
total import was about $6.9 billion.'^ The data about India's exports to 
Bahrain has been given in Table-3.1. This table shows that India's exports to 
Bahrain has been growing continuously since 1990, except for the years 
1992,1998 and 1999. In these three years India's exports to Bahrain declined 
slightly. India's exports to Bahrain increased from $39 million in 1990 to 
$64 million in 1997 and reached to $74 million in 2000. Further India's 
exports to Bahrain has reached to $145 million in 2004, Thus India's exports 
to Bahrain during one and half decade increased by around 270 percent. This 
table also provides information about the percentage share of India's exports 
to Bahrain as compared to India's total exports. It is observed that India's 
exports to Bahrain stood only 0.22 percent of India's total exports in 1990. 
This improved slightly during 1991 to 0.27 percent. Since then this share has 
been decreasing continuously and came down to 0.20 percent in 1995. The 
share reached to its lowest level in 1999 to 0.16 percent. After 1999 India's 
exports to Bahrain as percent of India's total exports has been a steady 0.18 
percent. This trend is further confirmed by a comparison of the rate of 
growth in India's exports to Bahrain and India's total exports. During 1990-
2004 India's exports to Bahrain grew by 350 percent whereas during the 
same period India's total exports grew by around 360 percent. Therefore 
after mid 1990's particularly since 1999 India's total exports grew very fast 
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Table: 3.1 Trends in India's Exports to Bahrain (US $ Million) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
India's 
Exports to 
Bahrain 
39 
49 
47 
49 
60 
62 
65 
64 
59 
59 
74 
82 
89 
111 
145 
India's Total 
Exports 
17,813 
17,872 
18,498 
20,258 
24,195 
30,537 
32,323 
34,620 
33,663 
35,920 
42,624 
45,211 
50,447 
60,793 
82,404 
India's Exports to 
Bahrain as 
Percentage of India's 
Total Exports 
0.22 
0.27 
0.25 
0.24 
0.25 
0.20 
0.20 
0.18 
0.18 
0.16 
0.17 
0.18 
0.18 
0.18 
0.18 
Source: Direction of Trade Statistics, Year Book 1997 and 2003, Direction 
of Trade Statistics Quarterly, December 2004 and June 2005,1.M.F. 
Publication, Washington, D.C. 
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and India's exports to Bahrain also grew witii a substantial rate despite the 
decline in proportion of India's exports to Bahrain as compared to India's 
total exports. This fast growth can be attributed to the general reform 
process, which was started in India during 1991, started bearing fruits. 
Therefore India's strategy to increase exports base had started delivering. 
The commodity composition of India's exports to Bahrain is given in 
Table-3.2. The data is given for the years 1992-1993 and 2002-2003. Cotton 
Yam, fabrics, made ups etc. has been the largest item of Indian exports to 
Bahrain during both these years. India's exports of this item increased from 
$5.44 million in 1992-1993 to $25.78 million during 2002-03. Thus during 
these 10 years India's exports to cotton yam, fabrics, made ups etc. became 
around 5 times of what was in 1992-93. Basmati Rice has been the second 
largest item in Indian exports basket to Bahrain during 1992-93. Exports of 
Basmati Rice was $3.99 million which declined to $1.32 million in 2002-03. 
Where as exports of R.M.G. cotton, including accessories was only $2.19 
million in 1992-93, which grew to $6.56 million in 2002-03 and became 
India's second largest exports item to Bahrain. Fmits and vegetables were 
third largest item of export during 1992-93. Its exports increased by 55.46 
percent and has reached to $5.69 million and in 2002-03 it remained third 
largest item of India's exports to Bahrain. Indian exports of gems and 
jewellary to Bahrain registered a substantial growth of 170 percent. Indian 
exports of gems and jewellary was $1.91 million in 1992-93 which increases 
to $5.16 million in 2002-03. Indian exports of Manmade yam, fabrics and 
made ups etc. to Bahrain was $2.64 million in 1992-93, which reached to 
$4.24 million in 2002-03. It registered around 60 percent growth during this 
94 
Table: 3.2 Commodities Composition of Indian Exports to 
Bahrain (US $ Million) 
Commodity 
Total 
Tea 
Rice Basmati 
Rice Other Than Basmati 
Spices 
Cashew 
Oil Meal 
Fruits & Vegetables 
Meat and Preparations 
Marine Products 
Gems and Jewellery 
Paper/ Wood Products 
Manufactures of Metals 
Machinery & Instruments 
Transport Equipments 
Cosmetics/ Toiletries etc. 
Cotton Yam, Fabrics, Made ups etc. 
Manmade Yam, Fabrics, Made ups 
R.M.G. Cotton Inclusive Accessories 
Dmgs Pharmaceuticals & Fine 
Chemicals 
Handicrafts (Excluding Handmade 
Carpets) 
1992-93 
51.21 
1.49 
3.99 
0.55 
0.64 
0.46 
1.58 
3.66 
2.06 
1.23 
1.91 
1.86 
3.10 
2.62 
1.84 
0.94 
5.44 
2.65 
2.19 
0.23 
0.60 
2002-03 
101.64 
0.63 
1.32 
0.60 
1.18 
1.09 
1.13 
5.69 
3.59 
0.87 
5.16 
2.48 
4.05 
4.43 
2.00 
0.67 
25.78 
4.24 
6.56 
0.66 
0.87 
Percentage 
Change 
98.48 
- 57.72 
- 66.92 
18.18 
84.38 
136.96 
- 28.48 
55.46 
74.27 
-29.35 
170.16 
33.33 
30.65 
69.08 
8.70 
- 28.72 
373.90 
60.00 
199.54 
65.95 
45.00 
Source: Foreign Trade Statistics of India, Directorate General of 
Commercial Intelligence and Statistics (DGCI & S), Government of India, 
Calcutta, March 1993 and March 2003. 
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period. Manufacture of metal was also an important export item in 1992-93. 
Indian exports of manufacture of metal to Bahrain was $3.10 million in 
1992-93 which became $4.05 million in 2002-03. It increased only by 31 
percent during this period. Indian exports of spices to Bahrain was $0.64 
million in 1992-93 which increased to $1.18 million in 2002-03. Growth of 
spices exports to Bahrain during this period remained at 85 percent. Though 
the value of export of spices is small but percentage growth is substantial 
and it shows the market potential in Bahrain. The export of Drugs, 
Pharmaceutical and fine chemicals which was only $0.23 million in 1992-93 
increased to $0.66 million in 2002-03. It registered 65 percent growth during 
this period. Meat and preparation was also an important item in India's 
export basket to Bahrain. Indian exports of meat and preparation has been 
increased from $2.06 million in 1992-93 to $3.59 million in 2002-03. The 
percentage growth of meat and preparation during this period was around 75 
percent. Indian exports of transport and equipment to Bahrain was $1.84 
million in 1992-93 and it became $2.00 million in 2002-03. This growth was 
only 9 percent. Indian exports of machinery and instrument to Bahrain 
increased from $2.62 million in 1992-93 to $4.43 million in 2002-03. The 
percentage growth was substantial for machinery and instrument. It was 
around 70 percent during this period. Paper and wood product was also 
another important item of India's export to Bahrain. Its export was only 
$1.86 million in 1992-93 and became $2.48 million in 2002-03. Export of 
cashew grew from $0.46 million in 1992-93 to $1.09 million in 2002-03. 
Rice other than Basmati, spices and handicraft including handmade carpets 
were the other items in India's exports basket to Bahrain, which showed 
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positive and remarkable growth. However, there were certain commodities 
in Indian exports list, whose exports declined during this period. India's 
exports of Basmati rice was $3.99 million in 1992-93 which came down to 
$1.32 million and registered a 67 percent of negative growth. India's exports 
of tea declined from $ 1.49 million in 1992-93 to $0.63 million in 2002-03. 
Other items on Indian exports list to Bahrain, which registered negative 
growth, were oil meals, marine products, cosmetic and toiletries etc. 
Bahrain is a small country but its size of the market is not so small. 
The details of Bahrain's direction of imports have been provided in table-
3.3. Also trends in Bahrain market share is provided in Table-3.3A. It has 
been found that major portion of Bahraini imports came from Saudi Arabia 
in 1990. Around 50 percent of Bahrain imports came from Saudi Arabia in 
1990. The share of Saudi Arabia in Bahraini imports has been declining. Its 
share came down to 40 percent in 1995, and to 30 percent in 2000. After that 
it registered a marginal increase and has reached to 32 percent in 2004. 
Though the share of Saudi Arabia in Bahraini imports has been declining but 
still very substantial part of Bahraini imports comes from Saudi Arabia. The 
total imports of Bahrain in 1990 was $3.7 billion out of which $1.8 billion 
was supplied from Saudi Arabia. By 2004 Bahraini imports from Saudi 
Arabia reached to the level of $1.9 billion. Bahrain's main import from 
Saudi Arabia has been crude oil for its refineries. Thus a substantial portion 
of Bahraini imports bill from Saudi Arabia includes payments on account of 
imports of crude oil. Bahrain's market is not dominated by industrial 
countries. Instead major share of Bahraini imports originates from the 
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developing countries. About 60 percent of Baliraini imports came from the 
developing countries in 1990, but it declined to 55 percent in 2004. During 
1990 United States (US) and United Kingdom(UK) were the second and 
third largest source of Bahraini imports after Saudi Arabia. Bahraini imports 
from US in 1990 was $256 million which increased to $279 in 1995 and to 
$452 in 2000 and declined to $330 million in 2004. Share of US in Bahraini 
imports market was 6.9 percent in 1990, which increased to 7.5 percent in 
1995 and to 12.7 percent in 2000 but fell to 5.6 percent in 2004. Share of 
Japan in Bahrain imports market was 5 percent in 1990 which fell to 3.5 
percent in 1995 and increased marginally to 3.9 percent in 2000 and again 
increased to 7.3 percent in 2004. Another industrial country, whose shares in 
Bahraini imports market has increased, is Germany. Share of Germany in 
Bahraini imports market increased from 3.2 percent in 1990 to 5.9 percent in 
2004. Share of UK in the Bahraini imports market was 5.7 percent in 1990 
which increased to 7.1 percent in 1995 and fell to 5.9 percent in 2000 and it 
fiirther fell to 5.5percent in 2004 therefore from the above analysis it is 
found that the share of industrial countries in Bahraini imports market has 
been increasing. India's exports to Bahrain was $55 million in 1990 which 
increased to $68 million in 1995, $81 million in 2000 and became $159 
million in 2004. It increased by 190 percent during the above said period. 
India's share in Bahraini imports was 1.5 percent in 1990, 1.8 percent in 
1995, 2.3 percent in 2000 and 2.7 percent in 2004. Thus India's share in 
Bahraini imports market has been increasing continuously but pace of 
growth has been very slow. 
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Table; 3.3 Direction of Bahraini Imports and India's Competitors 
in Bahraini Market (US $ Million) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
United Kingdom 
Developing Countries 
China 
India 
Korea 
Pakistan 
Singapore 
Thailand 
Turkey 
Brazil 
Middle East. 
Saudi Arabia 
U.A.E. 
Qatar 
1990 
3,711 
1,282 
256 
187 
71 
117 
63 
211 
2,267 
24 
55 
25 
15 
16 
26 
15 
36 
1,986 
1,887 
59 
7 
1995 
4,080 
1,331 
279 
128 
83 
153 
79 
262 
2,383 
15 
68 
28 
33 
29 
35 
23 
58 
1,845 
1,651 
74 
9 
2000 
3,546.30 
1,637.30 
452.21 
139.95 
217.71 
155.92 
108.63 
208.67 
1,892.80 
53.95 
81.48 
111.04 
46.03 
29.00 
31.46 
29.22 
64.78 
1,238.30 
1,035.20 
116.41 
18.92 
2004 
5,868.60 
2,603.40 
330.55 
430.20 
280.57 
348.73 
169.37 
321.49 
3,233.00 
124.70 
159.92 
76.13 
56.92 
42.21 
56.56 
59.86 
102.33 
2,317.70 
1,905.29 
214.25 
51.51 
Source: Direction of Trade Statistics, Yearbook, 1997 and 2003, Direction 
Of Trade Statistics Quarterly June 2005, I.M.F. Publication, Washington, 
DC. 
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Table: 3.3A Direction of Bahraini Imports and India's 
Competitors in Bahraini Market (Percentage) 
Countries 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
United Kingdom 
Developing Countries 
China 
India 
Korea 
Singapore 
Thailand 
Turkey 
Middle East 
Qatar 
Saudi Arabia 
United Arab Emirates 
Brazil 
Pakistan 
1990 
100 
34.55 
6.90 
5.04 
1.91 
3.15 
1.70 
5.69 
61.14 
0.65 
1.48 
0.67 
0.43 
0.70 
0.40 
53.52 
0.19 
50.85 
1.59 
0.97 
0.40 
1995 
100 
32.62 
7.52 
3.45 
2.03 
4.12 
1.94 
7.06 
64.21 
0.40 
1.83 
0.75 
0.70 
0.94 
0.56 
49.72 
0.22 
44.49 
1.99 
1.56 
0.81 
2000 
100 
46.16 
12.75 
3.92 
6.12 
4.37 
3.05 
5.87 
53.36 
1.52 
2.28 
3.13 
0.82 
0.89 
0.82 
34.92 
0.51 
29.19 
3.28 
1.83 
1.30 
2004 
100 
44.36 
5.63 
7.33 
4.77 
5.93 
2.88 
5.47 
55.24 
2.11 
2.71 
1.30 
0.72 
0.95 
1.01 
39.49 
0.87 
32.46 
3.65 
1.74 
0.95 
Source: Direction Of Trade Statistics (DOTS) Year Book 1997, 2003 and 
DOTS Quarterly, June, 2005.1.M.F. Publication Washington, D.C. 
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Among the developing countries China is also an important source of 
Bahraini imports in 1990. Bahraini imports from China was only $24 million 
which fell to $15 million in 1995 but grew to $54 million in 2000 and 
further increased to $124 million in 2004. Thus during this period Chinese 
exports to Bahrain has increased by 415 percent which is more than India's 
exports growth during the same period. Share of China in Bahraini imports 
market was only 0.65 percent in 1990 which fell to 0.4 percent in 1995 and 
increased to 1.5 percent in 2000 and further increased to 2.1 percent in 2004. 
Thus China's share in Bahraini imports market grew very fast and Chinese 
has been able to exploit Bahrain's market more efficiently. Korea's exports 
to Bahrain was $25 million in 1990 which increased to $28 million in 1995 
after that it increased suddenly to $111 million in 2000 and fell to $26 
million in 2004. Share of Korea in Bahraini imports market was 0.7 percent 
in 1990 which increased to 0.8 percent in 1995 and to 3.1 percent in 2000 
but fell to 1.3 percent in 2004. Other developing countries like, Singapore, 
Thailand, Turkey, Brazil, Pakistan etc. are also striving to increase their 
shares in Bahraini imports market and they are giving tough competition to 
India in the Bahraini market. Within G.C.C. countries after Saudi Arabia, 
United Arab Emirates (UAE) has emerged as an important exporter to 
Bahrain. UAE's exports to Bahrain was only $59 million in 1990 which 
increased to $74 million in 1995 and to $116 million in 2000, further 
increased to $215 million in 2004. Thus during the above said period UAE's 
exports to Bahrain has increased by 264 percent. Share of UAE in Bahraini 
imports market has also increased during this period. Share of UAE in 
Bahraini imports was 1.59 percent in 1990 which increased to 2 percent in 
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1995 and to 3.3 percent in 2000 and further increased to 3.7 percent in 2004. 
Although India has been ahead of all developing countries in exports to 
Bahrain and also in market share in Bahraini imports market except Saudi 
Arabia and UAE. Bahrain's import from Saudi and UAE is very high due to 
imports of crude oil for its refineries and UAE has became a regional trading 
center in the Middle East which has been re-exporting to Bahrain. Hence 
India has become very important source for Bahrain imports, but it is not 
satisfactory for such a big economy having geographical proximity and 
traditional ties. 
3.2- India's Exports to Kuwait: 
Kuwait is a very small country in terms of area and population but 
larger in terms of economy and purchasing power. Kuwait has also 
substantial amount of oil and gas reserves. Oil exports dominate the Kuwaiti 
exports. The revenues earned from the exports of oil determine the size of 
Kuwaiti imports. The attack and occupation of Kuwait by Iraq in 1991 had 
devastated the whole economy of the Kuwait. After freedom from Iraq, 
Kuwait was very much dependent on the import to reconstruct its economy. 
This led to rise in Indian exports to Kuwait. The data about India's exports 
to Kuwait is depicted in table-3.4. India's exports to Kuwait was $69 million 
in 1990 and suddenly decreased to $52 million in the very next year, but 
registered an unexpected growth in 1992 and export had reached to $120 
million. Again value of exports fell in 1993 to $97 million and after that 
Indian exports to Kuwait is continuously increasing. India's exports to 
Kuwait increased from $125 million in 1994 to $188 million in 2000. 
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Table: 3.4 Trends in India's Exports to Kuwait (US $ Million) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
India's Exports 
To Kuwait 
69 
52 
120 
97 
125 
131 
149 
178 
170 
157 
188 
187 
194 
301 
391 
India's Total Exports 
17813 
17872 
18498 
20258 
24195 
30537 
32323 
34620 
33663 
35920 
42624 
45211 
50447 
60793 
82404 
India's exports To 
Kuwait As Percentage 
Of India's Total Exports 
0.39 
0.29 
0.65 
0.48 
0.52 
0.43 
0.46 
0.51 
0.51 
0.44 
0.44 
0.41 
0.38 
0.50 
0.47 
Source: Direction of Trade Statistics, Year Book 1997 and 2003, Direction 
of Trade Statistics Quarterly, December 2004 and June 2005, I.M.F. 
Publication, Washington, DC. 
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Further Indian exports to Kuwait reached to the level of $391 million in 
2004. The rate of growth of Indian exports to Kuwait during 1990 to 2004 
exceeded the rate of growth in India's total exports. India's global exports 
during this period increased by only 360 percent while Indian exports to 
Kuwait increased by 460 percent. If we look at the percentage share of 
Indian exports to Kuwait as compared to total Indian global exports we 
find that it has been fluctuating. Indian exports to Kuwait as percent of 
global Indian exports was 0.39 percent in 1990, which came down to 0.29 
percent in 1992 but it increased to 0.65 percent in 1993 and again 
decreased to 0.48 percent in 1994. This fluctuation continued and Indian 
exports reached to 0.44 percent in 2000. After that with little fluctuation it 
registered a very small growth reaching to 0.47 percent in 2004. Thus it is 
clear that Indian exports to Kuwait is not very significant as compared to 
the size of its global exports, while Kuwait has very sound economy and 
significantly dependent upon imports for its economy. 
The commodity composition of Indian exports to Kuwait is 
provided in table-3.5, which gives data about the important items of 
India's export basket to Kuwait. From the above table it is found that 
Indian exports to Kuwait increased from $114.90 million in 1992-93 to 
$256.12 million in 2002-03. Thus within this period Indian exports to 
Kuwait increased by 123 percent. From table it is found that Basmati rice 
has been the largest item of Indian exports to Kuwait. During these years 
India's exports of Basmati rice increased from $22.26 million in 1992-93 
to $25.90 million in 2002-03. Though Basmati Rice remains the largest 
item of India's export during this period but its growth remains very 
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Table: 3.5 Commodity Composition of Indian Exports to 
Kuwait (US $Million) 
Commodity 
Total 
Tea 
Coffee 
Rice Basmati 
Spices 
casliew 
Oil Meals 
Meat and Preparations 
Marine Products 
Gems and Jewellery 
Paper & wood Products 
Machinery &. Instruments 
Transport Equipments 
Cosmetics/ Toiletries etc. 
Electronic Goods 
Cotton Yam, Fabrics, Made ups etc. 
Manmade Yam, Fabrics, Made ups 
R.M.G. Manmade Fibers 
Processed Fruits & Juices 
Drugs Pharmaceuticals & Fine Chemicals 
Handicrafts (Excluding Handmade 
Carpets) 
1992-
93 
114.90 
3.10 
2.57 
22.26 
0.89 
0.94 
2.19 
3.51 
2.72 
6.86 
1.10 
3.46 
16.29 
0.63 
0.69 
3.69 
4.50 
1.47 
3.48 
0.17 
1.80 
2002-03 
256.12 
1.29 
3.57 
25.90 
2.50 
1.88 
4.28 
6.49 
1.50 
6.74 
2.88 
8.92 
4.70 
0.91 
1.44 
6.64 
12.57 
6.38 
3.93 
0.76 
1.91 
Percentage 
Change 
122.91 
-58.31 
38.91 
16.35 
180.90 
100.00 
95.43 
84.90 
- 44.85 
- 1.75 
161.82 
157.80 
-71.15 
44.44 
108.70 
79.75 
179.33 
334.01 
12.93 
347.06 
6.11 
Source: Foreign Trade Statistics of India, Directorate General of 
Commercial Intelligence and Statistics (DGCI & S), Government of 
India, Calcutta, March 1993 and March 2003. 
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slow. Between these years the growth registered by Basmati rice is only 
16 percent. Transport equipment was the second largest export item to 
Kuwait in 1992-93 with the value of $16.29 million, but export of 
transport equipment fell drastically to only $4.70 million in 2002-03. 
Thus the percentage negative growth of the transport equipment export 
remains very high at about 71 percent. In 2002-03 manmade yam, fabrics 
and made up became the second largest export item of India to Kuwait. 
The value of export of man made yam, fabrics and made ups to Kuwait 
was only $4.50 million in 1992-93 and became $12.57 million in 2002-
03. The percentage growth gained by man made yam, fabrics and made 
ups during this period was very high about 180 percent, more than the 
India's total export growth to Kuwait. The third largest item of India's 
export basket to Kuwait was gems and jewellery. The export of gems and 
jewellery decreased from $6.86 million in 1992-93 to $6.74 million in 
2002-03. But the export of gems and jewellery from India to Kuwait 
remains the fourth largest item despite 1.75 percent decline during this 
period. In 2002-03 machinery and instmments became the third largest 
item of India's exports to Kuwait. Exports of machinery and instmments 
to Kuwait increased from $3.46 million in 1992-93 to $8.92 million in 
2002-03. The percentage growth registered by export of machinery and 
equipment was about 158 percent. Another important item of India's 
exports to Kuwait which registered formidable growth during this period 
have been R.M.G. man made fibers, cotton yam, fabrics, made ups, meat 
and preparations and oil meal. Export of R.M.G. man made fiber 
increased from $1.47 million in 1992-93 to $6.38 million in 2002-03, 
cotton yam, fabrics, made up etc. from $3.69 million to $6.64 million, 
meat and preparation from $3.51 million to $6.49 million and oil meals 
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from $2.19 million to $4.28 million. Coffee, spices, cashew, paper and 
wood products, processed fruits and juicer, Handicrafts (excluding hand 
made carpets), cosmetic and toiletries etc. were other important items of 
India's exports to Kuwait during 2002-03 which constituted an important 
proportion. Drugs, pharmaceutical and fine chemicals exports to Kuwait 
was only 0.17 million in 1992-93 but increased to 0.76 million in 2002-
03. Thus it constitutes very small proportion of India's expi)rts to Kuwait 
but its rate of growth remains highest (about 348 percent) among all the 
commodities exported to Kuwait. During the period of 1992-93 and 
2002-03 India's exports to Kuwait did not grow at the sanie rate. In fact 
there have been some items which grew very fast compared to the 
average, like, drugs, pharmaceuticals and fine chemicals, R.M.G. man 
made fibers, man made yam fabrics, made ups, machinery and 
instruments, paper and wood products and spices. Some items grew with 
the average like. Electronic goods, oil meals and cashew. Some grew 
slower than the average like cotton yam, fabrics, made up, meat and 
preparations etc. Whereas some remained stagnant like Basmati rice, 
handicrafts (excluding hand made carpet), processed fmits and juices etc. 
Also some items of Indian exports to Kuwait registered negative growth, 
like tea. Its export was $3.10 million in 1992-93 which came down to 
$1.29 million in 2002-03. The exports of marine products was $2.72 
million in 1992-93 which fell to $1.5 million in 2002-03 and registered 
around 45 percent of negative growth. Thus decline in the exports of 
traditional items like tea and marine products can not be seen as positive 
sign of India's exports to Kuwait. 
Kuwait is a small country but its market is not so small because of 
its economic strength. Therefore it's imports from the world are 
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substantial. Kuwait's global import was about $4.06 billion in 1990, 
which increased rapidly and reached to $7.10 billion in 1995. This fast 
growth in Kuwaiti imports can be attributed to the reconstruction effort in 
post liberation period. During 1995-2000 Kuwaiti imports increased very 
marginally to $7.36 billion in 2000. But after 2000 growth of Kuwaiti 
imports has been very fast and reached to $13.08 billion in 2004. It 
became almost double of its size in 2000, and three times of 1990 size. 
The sudden growth in the import during 2000-2004 can be attributed to 
rapid diversification and reforms in the Kuwaiti economy. Table-3.6, 
provides data about the trends in market share of Kuwaiti imports. Also 
percentage share of Kuwaiti imports market is given in Table-3.6A. The 
Kuwaiti imports is mainly dominated by industrial countries, where as 
developing countries have a very small presence in Kuwaiti imports 
market. Industrial countries have been the largest source of Kuwaiti 
imports supplying 61 percent of total Kuwaiti imports in 1990, 82 percent 
in 1995 and 58 percent in 2000. Kuwaiti import from industrial countries 
increased to around 63 percent by 2004. Thus industrial countries with 
some fluctuations are able to maintain its high level of exports to Kuwaiti 
market. The share of developing countries in the Kuwaiti import has been 
increasing but still remains at low level. Kuwaiti import from developing 
countries was $1.05 billion in 1990, but grew to $4.8 billion in 2004. The 
share of developing countries in Kuwaiti import was 26 percent in 1990, 
which increases to 37 percent in 2004. The largest exporter to Kuwaiti 
market in 1990 was Japan. Kuwaiti imports from Japan was $460 million 
in 1990, but in 1995 United States (US) emerged as the largest exporter to 
Kuwait with $ 1.6 billion. US was the second largest exporter to Kuwait in 
108 
Table: 3.6 Direction of Kuwaiti Imports and India's 
Competitors in Kuwaiti Market (US $ Million) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
United Kingdom 
Developing Countries 
China 
India 
Korea 
Pakistan 
Singapore 
Thailand 
Hong Kong 
Middle East 
Saudi Arabia 
United Arab Emirates 
Brazil 
Turkey 
Source: Direction Of 
1990 
4,066 
2,475 
441 
460 
143 
362 
247 
338 
1,058 
72 
76 
124 
15 
58 
85 
70 
12 
0 
0 
25 
101 
Yade Statisti 
1995 
7,105 
5,833 
1,558 
686 
845 
554 
444 
956 
1,272 
115 
144 
140 
27 
80 
122 
84 
110 
0 
0 
56 
190 
cs (DOTS) Y< 
2000 
7,363 
4,252 
893 
642 
306 
567 
341 
574 
3,109 
348 
207 
271 
48 
91 
72 
67 
1,450 
612 
312 
71 
81 
;a rBookl9? 
2004 
13,084 
8,185 
1,671 
1,029 
584 
1,597 
651 
675 
4,897 
784 
430 
420 
110 
84 
104 
57 
1,850 
718 
366 
106 
292 
)7, 2003 and 
DOTS Quarterly June 2005,1.M.F. Publication, Washington D.C. 
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Table: 3.6A Direction of Kuwaiti Imports and India's 
Competitors in Kuwaiti Market (Percentage) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
United Kingdom 
Developing Countries 
China 
India 
Korea 
Pakistan 
Singapore 
Thailand 
Hong Kong 
Middle East 
Saudi Arabia 
United Arab Emirates 
Turkey 
Brazil 
1990 
100 
60.87 
10.85 
11.31 
3.52 
8.90 
6.07 
8.31 
26.02 
1.77 
1.87 
3.05 
0.39 
1.43 
2.09 
1.72 
0.30 
0 
0 
2.48 
0.61 
1995 
100 
82.10 
21.93 
9.66 
11.89 
7.80 
6.25 
13.46 
17.90 
1.62 
2.03 
1.97 
0.38 
1.13 
1.72 
1.18 
1.55 
0 
0 
2.67 
0.79 
2000 
100 
57.75 
12.13 
8.72 
4.16 
7.70 
4.63 
7.80 
42.22 
5.22 
2.81 
3.68 
0.65 
1.24 
0.98 
0.91 
19.69 
8.31 
4.24 
1.10 
0.96 
2004 
100 
62.56 
12.77 
7.86 
4.46 
12.21 
4.98 
5.16 
37.43 
5.99 
3.29 
3.21 
0.84 
0.64 
0.79 
0.44 
14.14 
5.49 
2.80 
2.23 
0.81 
Source: Direction of Trade Statistics (DOTS) Year Book 1997, 2003 and 
DOTS Quarterly June 2005,1.M.F. Publication, Washington, D.C. 
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1990. Japan became the third largest exporter to Kuwait in 1995. In 1995 
France became the second largest source of Kuwaiti imports with $845 
million. From 1990-95 United States registered a hefty 250 percent 
growth in the Kuwaiti imports. This can be attributed by the role played 
by US in the Kuwait liberation from Iraq and after the end of the war US 
was dominating in post war reconstruction activity. Hence Kuwait's 
imports from US registered such a high rise. Germany is also an 
important source of Kuwaiti imports. Imports from Germany was only 
$362 million in 1990, which increased to $1.5 billion in 2004. Percentage 
share of imports fi-om Germany increased by 340 percent during this 
period, which was faster than the increase in Kuwaiti global imports. 
United Kingdom (U.K.) and Italy also have substantial share in the 
Kuwaiti imports market. Kuwaiti imports from UK and Italy was $675 
million and $651 million respectively in 2004. 
Among the developing countries, China has been the largest 
exporter to Kuwait. In 1990 exports of China to Kuwait was only $72 
million which increased to $115 million in 1995 and to $348 million in 
2000, fiirther increased to $784 million in 2004. Thus during this period 
China's exports to Kuwait has increased by 985 percent. Share of China 
in Kuwaiti imports market was only 1.8 percent in 1990 which decreased 
to 1.6 percent in 1995 and suddenly grew to 5.2 percent in 2000 and to 6 
percent in 2004. Saudi Arabia has been the second largest exporter to 
Kuwait among developing countries in 2004. Upto 1995 data about Saudi 
exports to Kuwait is not available. In 2000 Saudi exports to Kuwait was 
$612 million, which increased to $718 million in 2004. The share of 
Saudi in Kuwaiti imports market was 8.3 percent in 2000 which fell to 
5.5 percent in 2004. India has been the third largest exporter to Kuwait 
111 
among developing countries in 2004. Kuwait's imports from India was 
only $76 million in 1990 which grew to $144 million in 1995 and became 
second largest exporter to Kuwait from developing world. In 2000 
Kuwait's imports from India was $207 million which again grew to $430 
million in 2004. Thus during this period India's exports to Kuwait has 
grown by 465 percent which is less than the growth of Chinese exports to 
Kuwait. Share of India in Kuwaiti imports market was 1.9 percent in 
1990 which grew to 2.1 percent in 1995 and to 2.8 percent in 2000 and 
fiirther grew to 3.3 percent in 2004. Korea has been the next important 
source of Kuwaiti imports. Kuwaiti imports from Korea was $124 million 
in 1990 which increased to $140 million in 1995, to $271 million in 2000 
and to $420 million in 2004. Share of Korea in Kuwaiti imports market 
was 3.1 percent in 1990, fell to 2 percent in 1995 and grew to 3.7 percent 
in 2000 and again fell to 3.2 percent in 2004. Though Korea was the 
largest exporter to Kuwait among developing countries in 1990 but it 
loses its top position in 1995. UAE has been also an important source of 
Kuwaiti imports. Kuwaiti imports from UAE was $366 million in 2004, 
and its share in Kuwaiti imports market was 2.8 percent in 2004. Turkey 
has also been an important source of Kuwaiti imports. Imports of Kuwait 
in 1990 from Turkey was $101 million which grew to $190 million in 
1995 but fell to $81 million in 2000 an again grew to $292 million in 
2004. Share of Turkey in Kuwaiti imports market was 2.5 percent in 1990 
which increased to 2.7 percent in 1995 and fell to 1.1 percent in 2000 and 
again grew to 2.2 percent in 2004. Among developing countries Pakistan, 
Singapore, Thailand, Brazil and Hongkong were also important source of 
Kuwaiti imports. Though the share of Thailand, Singapore, and 
Hongkong has been declining in Kuwaiti imports market, but the share of 
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Brazil has been almost stagnant while share of Pakistan has been 
increasing very slowly. Thus from the detailed discussion of Kuwaiti 
imports market, it is found that among developing countries India is an 
important exporter to Kuwait. Growth of Indian exports to Kuwait 
became substantial after the reforms started in India. Kuwaiti total 
imports has been increased by 221 percent during above said period. Thus 
during same period India's exports to Kuwait is more than the increase in 
Kuwaiti total import. But Chinese exports growth is greater than India's 
pace of exports growth. Therefore India has been facing tough 
competition from other developing countries like Turkey, Korea, 
Thailand and specially from China. It's mainly because of Chinese better 
market strategy and efficient production capabilities. 
3.3- India's Exports to Oman: 
The Oman's economy continues to be based largely on revenue 
from the petroleum sector, although significant progress towards 
diversification has been made in recent years. Oman is neither a member 
of the organization of the petroleum exporting countries (OPEC), nor of 
the Organization of Arab Petroleum Exporting Countries (OAPEC). 
Oman is not, therefore, subject to OPEC's controls on petroleum 
production and pricing. Although petroleum remains the predominant 
feature in all aspects of the Omani economy, the development of the 
country's gas reserves for export and as the basis for energy intensive 
industrial projects is seen as the main hope for transforming the economy 
in the ftiture, especially since Oman's proven oil reserves will last for less 
than 16 years at present extraction rates unless new discoveries are 
made.'^ Thus Oman is diversifying its economy very fast with the 
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participation of private sector to create alternative sources to run her 
economy. In this process Oman has to depend largely on import of capital 
goods as well as consumer goods. In the recent years due to increase in 
petroleum prices, Oman is in a position to increase its import against this 
surplus income generated by increasing prices of petroleum product. 
Omani import was $2.7 billion in 1990 which increased to $4.3 billion in 
1995, but the increase in imports remained slow during 1995-2000. But 
import of Oman increased faster during 2000-2004. In 2000 Omani 
import was $5.3 billion, which reached to $8.2 billion in 2004.'^ 
The trade relation between India and Oman is very old. In recent 
years when Oman is in the process of diversifying its economy, Oman 
has been able to generate significant surplus income from the increasing 
oil prices. And hence Oman is in a position to import more goods and 
services. Whereas India which is close to Oman has a very good 
opportunity to enhance her exports to this market. In order to assess the 
potentials of exports of new products and increasing the volume of 
existing products in the export basket to Oman, it would be beneficial to 
study the trends in Indian exports to Oman. The trends for Indian exports 
to Oman is given in Table-3.7. Since 1990, Indian exports to Oman have 
been continuously on the rise with some fluctuations. Indian exports to 
Oman stand at $56 million in 1990. In the following years of 1991 and 
1992 it increased to $74 million and $84 million respectively. However, 
in 1993 Indian exports to Oman declined and came down to $78 million. 
After that it rose continuously and reached to the level of $122 million in 
1996. Indian exports to Oman further declined to $111 million in 1997. 
After 1997 Indian exports to Oman improved continuously with slow 
pace and has reached to $146 million in 2002. After that the rate of 
114 
growth in the Indian exports to Oman increased and Indian exports 
reached to $244 million in 2003. It further increased to $318 million in 
2004. Indian exports to Oman, as a proportion to its total exports has been 
very meager and remains below 0.5 percent since 1990. Indian exports to 
Oman as percent of India's total exports is also provided in Table-3.7. In 
1990 Indian exports to Oman, constituted only 0.3 percent of its total 
exports, which improved to 0.4 percent in 1991 and 0.45 percent in 1992. 
However, during 1993 the share of Indian exports to Oman in total Indian 
exports declined to 0.39 percent which further declined to 0.32 percent in 
1995. After that during 1996 it increased to 0.38 percent and in the very 
next year it fell to 0.32 percent. During the period of 1997-2002, Indian 
exports to Oman as percentage of India's total export remains almost 
constant at 0.3 percent. This increased to 0.39 percent in 2003 and 
remains same for 2004. From the table-3.7 it can also be estimated that 
during 1990-2004 Indian exports to Oman grew by around 465 percent. 
Whereas total Indian exports during the period grew by around 360 
percent. Thus, these indicators show that India's exports to Oman grew 
faster than India's global exports and India's exports to Oman constituted 
only a negligible portion of India's global exports. 
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Table: 3.7 Trends in India's Exports to Oman (US $ Million) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
India's Exports 
To Oman 
56 
74 
84 
78 
80 
99 
122 
111 
116 
129 
142 
141 
146 
244 
318 
India's Total 
Exports 
17,813 
17,872 
18,498 
20,258 
24,195 
30,537 
32,323 
34,620 
33,663 
35,920 
42,624 
45,211 
50,447 
60793 
82,404 
India's export To 
Oman As Percentage 
Of India's Total 
Exports 
0.31 
0.41 
0.45 
0.39 
0.33 
0.32 
0.38 
0.32 
0.34 
0.36 
0.33 
0.31 
0.29 
0.40 
0.39 
Source: Direction of Trade Statistics, Year Book 1997 and 2003, 
Direction of Trade Statistics Quarterly, December 2004 and June 2005, 
I.M.F. Publication, Washington, D.C. 
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The commodity composition of Indian exports to Oman is provided 
in Table-3.8. This data is provided for the Indian financial years 1992-93 
and 2002-03. It is found that Man made yam, fabrics, made ups etc. have 
been the largest exports item to Oman during 1992-93. The exports of 
man made yam, fabrics, made ups etc. was $6.95 million which increased 
to $13.76 million in 2002-03. It registered around 98 percent growth 
during this period. But in 2002-03 it lost its leading positibn in Indian 
exports to Oman. The leading position in 2002-03 has been taken by 
machinery and instmments. The exports of machinery and instruments to 
Oman was only $6.70 million in 1992-93 and it was the second largest 
export item of India to Oman in 1992-93. It increased to $27.43 million in 
2002-03. During this period Indian exports of machinery and instmments 
registered a hefty rise of about 300 percent. The second most important 
item on the Indian export list to Oman in 2002-03 has been the 
manufactures of metals. Exports of manufacture of metals increased from 
$6.42 million in 1992-93 to $16.48 million in 2002-03. During 1992-93 
manufacture of metals was the fourth largest item of Indian exports to 
Oman and it became second largest item of Indian exports to Oman in 
2002-03. During this period exports of manufactures of metals registered 
a growth of around 150 percent. The third largest item of Indian exports 
to Oman has been man made yam, fabrics, made ups etc. Its exports was 
$ 13.76 million in 2002-03. The next important item of Indian exports to 
Oman in 2002-03 was meat and preparations. The exports of meat and 
preparations to Oman increased from $6.07 million to $11.55 million. 
The percentage growth in exports of meat and preparation during 1992-93 
to 2002-03 was 90 percent. In the 2002-03 
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Table: 3.8 Commodities Composition of Indian Exports to 
Oman (US SMilUon) 
Commodities 
Total 
Tea 
Coffee 
Rice Basmati 
Spices 
Oil Meal 
Fruits & Vegetables 
Processed Fruits and Juices 
Meat and Preparations 
Gems and Jewellery 
Paper & wood Products 
Manufacture of Metals 
Machinery & Instruments 
Transport Equipments 
Electronic Goods 
Cosmetics/ Toiletries etc. 
Cotton Yam, Fabrics, Made ups etc. 
Manmade Yam, Fabrics, Made ups 
R.M.G. Cotton Inclusive Accessories 
Drugs, Pharmaceuticals & Fine Chemicals 
Handicrafts (Excluding Handmade 
Carpets) 
1992-93 
79.23 
1.03 
0.71 
2.75 
0.70 
2.49 
0.62 
0.68 
6.07 
1.19 
1.23 
6.42 
6.70 
4.24 
1.65 
1.77 
6.55 
6.95 
1.96 
1.60 
2.14 
2002-
2003 
203.05 
0.84 
0.86 
3.98 
1.00 
4.28 
2.16 
1.53 
11.55 
2.06 
2.17 
16.48 
27.43 
2.57 
8.54 
1.63 
4.39 
13.76 
7.07 
2.84 
2.47 
Percentage 
Change 
156.28 
- 18.45 
21.13 
0.45 
42.86 
71.89 
248.39 
125.00 
90.28 
73.11 
76.42 
156.70 
309.40 
- 39.39 
417.58 
-7.91 
- 32.95 
97.99 
260.71 
77.50 
15.42 
Source: Foreign Trade Statistics of India, Directorate General of 
Commercial Intelligence and Statistics (DGCI & S), Government of 
India, Calcutta, March 1993 and March 2003. 
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India's exports of electronic goods to Oman was an important item. 
Though export of this item was very low in 1992-93. India's exports of 
electronic items to Oman increased from $1.65 million in 1992-93 to 
$8.54 million in 2002-03. During this period exports of electronic items 
registered an unprecedented growth of about 415 percent. The exports of 
RMG cotton inclusive accessories to Oman also registered a very high 
growth percentage of about 260 percent during this period. The export of 
RMG cotton inclusive accessories from India to Oman was only $1.96 
million in 1992-93 which increased to $7.07 million in 2002-03. The 
Indian exports of Drugs, pharmaceuticals and fine chemicals to Oman 
increased fi-om $1.60 million in 1992-93 to $2.84 million in 2002-03. 
Thus during this period Indian exports of drugs, pharmaceuticals and fine 
chemicals increased by 77 percent. Exports of handicrafts (excluding 
hand made carpets) increased from $2.14 million in 1992-93 to $2.47 
million in 2002-03. The Indian exports of fruits and vegetables to Oman 
in 1992-93 was only $0.62 million, which increased to $2.16 million in 
2002-03. The percentage growth of this item during this period was very 
high at about 250 percent. The exports of paper and wood product also 
increased from $1.23 million in 1992-93 to $2.17 million in 2002-03. The 
percentage growth of paper and wood product to Oman during this period 
was 75 percent. The oil meal has been one of the import items of Indian 
exports to Oman. The exports of oil meal increased from $2.49 million in 
1992-93 to $4.28 million in 2002-03, thus growing by 72 percent during 
this period. Exports of Gems and jewellary from India to Oman increased 
from $1.19 million in 1992-93 to $2.06 million in 2002-03. The Basmati 
rice has also been an important Indian exports item to Oman. The exports 
of Basmati rice increased from $2.75 million in 1992-93 to $3.98 million 
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in 2002-03. Thus the growth of exports of Basmati rice during this period 
remained only 45 percent. There are some other commodities which 
constitute only tiny part of Indian exports to Oman like processed fruits 
and juices, spices, coffee etc. these items had a positive growth rate 
during 1992-93 to 2002-03. There are some items of Indian exports to 
Oman which registered negative growth during this period. Exports of 
transport equipments had been $4.24 million in 1992-93, which declined 
to $2.57 million in 2002-03. The export of tea also declined from $1.03 
million to $0.84 million. Indian exports of cotton yam, fabrics and made 
up etc. to Oman also suffered a negative growth of about 33 percent 
during this period. The exports of cotton yam, fabrics, made ups was 
$6.55 million in 1992-93 which declined to $4.39 million in 2002-03. 
Thus it is clear from the above discussion that Indian exports to Oman 
increased during the above said period. This increment w&s due to the 
unprecedented growth in the certain items of Indian exports to the Oman. 
And these items are not India's traditional items of exports. These items 
are the product of modem technology, which shows the India's capacity 
to produce technical goods and efficiency to sell in othek" competitive 
markets. 
Direction of Omani import is given in table-3.9. Which shows the 
competition in the Omani market by various countries. Also the 
percentage share of the countries in the Omani market is given in the 
table-3.9A. The size of Omani import market is relatively sitnall due to its 
small population. In 1990 global Omani import was $2.72 billion, which 
increased to $4.28 billion in 1995 and to $5.33 billion in 2000. It fiirther 
increased to $8.20 
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Table: 3.9 Direction of Omani Imports and India's 
Competitors in Omani Market (US $ Million) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
United Kingdom 
Developing Countries 
China 
India 
Korea 
Pakistan 
Singapore 
Thailand 
Turkey 
Middle East 
Saudi Arabia 
United Arab Emirates 
Bahrain 
Brazil 
1990 
2,726 
1,635 
251 
455 
115 
132 
44 
308 
1,046 
11 
75 
26 
17 
51 
17 
11 
729 
58 
622 
24 
3 
1995 
4,248 
2,325 
276 
670 
165 
216 
82 
445 
1,919 
38 
141 
109 
33 
36 
24 
19 
1,261 
162 
1,012 
19 
11 
2000 
5,330.70 
2,403.30 
220.44 
815.97 
95.48 
205.17 
104.69 
457.93 
2,927.10 
76.52 
155.82 
192.50 
54.93 
43.35 
34.35 
26.96 
2,079.10 
206.53 
1,706.16 
27.81 
52.04 
2004 
8,202.30 
4,235.90 
362.78 
1,278.01 
144.50 
400.37 
463.94 
654.62 
3,966.40 
136.13 
374.23 
280.14 
60.16 
95.44 
81.22 
32.00 
2,253.90 
258.38 
1,632.42 
172.84 
75.24 
Source: Direction of Trade Statistics (DOTS) Year Boole 1997, 2003 and 
DOTS Quarterly June 2005,1.M.F. Publication, Washington D.C. 
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Table: 3.9A. Direction of Omani Imports and India's 
Competitors in Omani Market (Percentage) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
United Kingdom 
Developing Countries 
China 
India 
Korea 
Pakistan 
Singapore 
Thailand 
Turkey 
Middle East 
Saudi Arabia 
United Arab Emirates 
Bahrain 
Brazil 
1990 
100.00 
59.98 
9.22 
16.69 
4.22 
4.84 
1.61 
11.30 
38.37 
0.40 
2.75 
0.95 
0.62 
1.87 
0.62 
0.62 
26.74 
2.13 
22.82 
0.88 
0.11 
1995 
100.00 
54.73 
6.50 
15.77 
3.88 
5.08 
1.93 
10.84 
45.17 
0.89 
3.32 
2.57 
0.78 
0.85 
0.56 
0.45 
29.68 
3.81 
23.82 
0.45 
0.26 
2000 
100.00 
45.08 
4.14 
15.31 
1.79 
3.85 
1.93 
8.59 
54.92 
1.44 
2.92 
3.61 
1.03 
1.01 
0.81 
0.51 
39.00 
3.87 
32.01 
0.52 
0.98 
2004 
100.00 
51.64 
4.42 
15.58 
1.76 
4.88 
5.66 
7.98 
48.36 
1.66 
4.56 
3.42 
0.73 
1.16 
0.99 
0.39 
27.48 
3.15 
19.90 
2.11 
0.92 
Source: Direction of Trade Statistics (DOTS) Year Book 1997, 2003 and 
DOTS Quarterly June 2005,1.M.F. Publication, Washington D.C. 
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billion in 2004. Though the Industrial countries dominate in the Omani 
import market but their share has declined. Major portion of Omani 
Imports came from Industrial countries. The share of industrial countries 
in Omani imports was around 60 percent in 1990, which fell to 55 percent 
in 1995 and it further decreased to its lowest level of 45 percent in 2000. 
But the share of industrial countries in Omani import again increased to 
52 percent in 2004. But this level is still lower than what was in 1990. 
These falling share of industrial countries has been grabbed by 
developing countries. The share of developing countries in Omani import 
is rising. In 1990 share of developing countries was only 39 percent 
which increased to 45 percent in 1995 and 55 percent in 2000. But after 
2000 the share of developing countries fell to 48 percent and benefit of 
this falling share has been taken by industrial countries. Within industrial 
countries, Japan is the largest exporter to Oman. Import of Oman from 
Japan was $455 million in 1990 which increased to $670 million in 1995 
and $815 million in 2000. Further in 2004 Japanese export to Oman had 
reached to $1.28 billion. During the period of 1990-2004 Jap^n registered 
around 200 percent growth in export to Oman. Though the value of 
exports to Oman increased during this period, but the percentage share of 
Japan in Omani import declined marginally. Japanese share was 17 
percent in Omani import in 1990, it decreased to 16 percent in 1995 and 
remained constant at 16 percent in 2000 and 2004. The second largest 
exporter from industrial countries to Oman has been United Kingdom. 
The export of United Kingdom (U.K.) to Oman was $308 million in 1990 
which increased to $445 million in 1995 and $457 million in 2000. 
Further import of Oman from U.K. increased to $654 million in 2004. 
Share of U.K. in Omani imports has been declining continuously. Share 
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of U.K. in Omani imports market was 11 percent in 1990 which declined 
to 10 percent in 1995 and to 9 percent in 2000 which further declined to 8 
percent in 2004. The Omani imports from Italy was very low in 1990. It 
was only $44 million which registered around 100 percent growth and 
reached to $82 million in 1995. But up to 2000 its pace of development 
remained slow. In 2000 import from Italy was $105 million. After that 
Omani imports from Italy registered a sudden growth of around 300 
percent and reached to the level of $463 million in 2004. The share of 
Italy in Omani market remains constant at around 2 percent since 1990 to 
2000 but in 2004 the share of Italy had acquired around 6 percent in 
Omani import market. Other important industrial countries which have a 
considerable share in Omani import market is France and Germany. The 
share of Germany in Omani import market remains constant around 5 
percent for all the given years except for the year 2000 in which share of 
Germany declined to 4 percent in Omani import market. 
From the developing world United Arab Emirates (UAE) has been 
the largest source of Omani imports. Not only among developing 
countries but also from all sources in the world, UAE has been the 
biggest supplier of Omani imports requirements. Omani imports from 
UAE was $622 million in 1990 which increased to $1.01 billion in 1995 
and to $1,71 billion in 2000. After that UAE's exports to Om^n decreased 
to $1.63 billion in 2004. Thus the share of UAE in Omani import was 23 
percent in 1990, which increased to 24 percent in 1995. After that upto 
2000 it registered a hefty growth and it rose to 32 percent in 2000 in the 
total Omani import. But after 2000 the share of UAE fell suddenly and 
had reached to 20 percent in 2004. But still UAE is the largest exporter to 
Oman. Omani imports from UAE are mostly the re-exports from United 
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Arab Emirates. Looking at the other developing countries it is found that 
India and Saudi Arabia has been another important sources of Omani 
imports. Omani imports from India increased from $75 million in 1990 to 
$141 million in 1995. It further increased to $375 million in 2004. During 
this period India's exports to Oman increased by around 400 percent 
which has been faster than the growth in the global Omani import. Share 
of India in Omani imports market has been increasing continuously. The 
share of India was 2.75 percent in 1990 which increased to 3.32 percent 
in 1995 and it fell to 2.92 percent in 2000 and it again increased to the 
level of 4.56 percent in 2004. The share of Saudi Arabia in Ohiani market 
was 2.13 percent in 1990 which increased to 3.81 percent in 1995. It 
fiirther increased to 3.81 percent in 2000. But in 2004 share of Saudi 
Arabia fell slightly to 3.15 percent. Along with Saudi Arabia and India, 
Korea has also been an important source of Omani imports. The growth 
rate of Korea in Omani import increased very fast, Korea's exports to 
Oman was only $26 million which increased to $109 million in 1995 and 
to $192 million and reached to $280 million in 2004. Thus share of Korea 
was 0.92 percent in 1990 which increased to 2.57 percent in 1995 which 
jEurther increased to 3.61 percent in 2000 but in 2004 share of Korea in 
Omani imports fell to 3.42 percent. The export of China to Oman has also 
been increasing continuously. Chinese export to Oman was $11 million in 
1990 which increased to $38 million in 1995 and to $76 million in 2000. 
Further it increased to $136 million in 2004. Brazil is also a country 
whose exports to Oman has been rising. The share of Singapore in the 
Oman import was 1.87 percent in the 1990 which declined to 1.16 percent 
in 2004. But the share of Thailand in the Omani import was rising. It was 
0.62 percent in 1990 which increased to 1 percent in 2004. 
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3.4-India's Exports to Qatar:-
Qatar is a small country with a very small population. But it has a 
very substantial amount of natural resources, which provide this small 
country important position in the G.C.C. countries. Qatar's oil and Gas 
account for more than 55 percent of its GDP, roughly 85 percent of 
exports earning and about 70 percent of Government revenue. Oil and gas 
has given Qatar a per capita GDP comparable to that of the leading West 
European industrial countries. Since 2000 Qatar has consistently posted 
trade surpluses largely because of high oil prices and increased natural 
gas export and Qatar economy is expected to receive an added boost as it 
began to increase liquid natural gas exports.''' 
Therefore with the increase in the revenue earned by the Qatari 
government from the exports of oil and gas, Qatar is in a position to 
spend more money on the diversification of its economy and this will lead 
to increase in the import size of Qatar. Hence India can exploit this 
market by increasing its exports. The trends of India's exports to Qatar is 
given in TabIe-3.10. 
From table it can be observed that Indian exports to Qatar from 
1990 to 2002 remain very small and fluctuating. But in 2002 and 2003 it 
rose suddenly and have reached in three digit. India's exports to Qatar 
was $22 million in 1990 which fell to $19 million in the very next year 
after that it has rose continuously upto 1997 when India's exports to 
Qatar went up to $42 million. But by 1999 exports to Qatar had declined 
to $37 million, after which India's exports to Qatar increased again to $57 
million in 2000 and it remained almost constant upto 2002. But in 2003 it 
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Table: 3.10 Trends in India's Exports to Qatar (US $ 
Million) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
India's Exports To 
Qatar 
22 
19 
27 
29 
26 
29 
38 
42 
41 
37 
57 
56 
58 
121 
157 
India's Total 
Exports 
17,813 
17,872 
18,498 
20,258 
24,195 
30,537 
32,323 
34,620 
33,663 
35,920 
42,624 
45,211 
50,447 
60,793 
82,404 
India's exports To 
Qatar As Percentage 
Of India's Total 
Exports 
0.12 
0.11 
0.15 
0.14 
0.11 
0.09 
0.12 
0.12 
0.12 
0.10 
0.13 
0.12 
0.11 
0.20 
0.19 
Source: Direction of Trade Statistics, Year Book 1997 and 2003, 
Direction of Trade Statistics Quarterly, December 2004 and June 2005, 
I.M.F Publication, Washington, D.C. 
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registered a tremendous growth and had reached to $121 million and this 
further grew in 2004. India's exports to Qatar was reported at $157 
million in 2004. Therefore India's exports to Qatar from 1990 to 2004 has 
increased by around 610 percent and this high growth rate is due to only 
high growth of export in 2003 and 2004. Upto 2002 growth remained 
modest. During the same period total Qatari imports increased from $1.7 
billion to $8.23 billion. Which means that total Qatari imports increased 
by 380 percent. Thus it is clear that India's exports to Qatar is increasing 
faster than Qatari total import. Also India's global exports increased 
during this period by 365 percent. Thus India's exports to Qatar increased 
faster than the Indian global exports during this period. But looking the 
data about Indian exports to Qatar as percent of total Indian exports, it 
reflects that share of Qatar exports in India's total exports remain very 
low. It is below 0.2 percent during this period. It was only 0.12 percent in 
1990, which increased to 0.15 percent in 1992 after that it fell and 
reached to the lowest level of 0.09 percent in 1995 and then increased to 
0.12 percent in very next year and it remained almost constant upto year 
2002. Whereas it increased to its highest level of 0.20 percent in 2003 and 
2004. 
The commodity composition of India's exports to Qatar is provided 
in Table-3.11. The data has been taken by Indian source. Looking at the 
data it is found that transport equipments have been the largest exports 
item of India to Qatar in 2002-03. In 1992-93 exports of transports 
equipments was the second largest item of Indian exports to Qatar. 
Exports of transports equipment registered hefty growth during this 
period by about 960 percent. Exports of transport's equipment was only 
$1.87 million in 1992-93 which increased to $19.87 million in 2002-03. 
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Table: 3.11 Commodity Compositions of Indian Exports to Qatar ($ 
Million) 
Commodity 
Total 
Tea 
Spices 
Paper Wood & Products 
Gems and Jewellery 
Manufactures of Metals 
Machinery & Instruments 
Transport Equipments 
R.M.G. Manmade Fibers 
R.M.G. Cotton Inclusive Accessories 
Manmade Yam, Fabrics, Made ups 
Cotton Yam, Fabrics, Madeups 
Electronic Goods 
Processed Minerals 
Meat and Meat Preparations 
Rice Basmati 
Oil Meals 
Cosmetics & Toiletries etc. 
Dmgs, Pharmaceutical 
Handicrafts (Excluding Manmade Carpets) 
Source: Foreign Trade Statistics of 
1992-93 
27.72 
1.54 
0.27 
0.72 
1.37 
1.85 
1.06 
1.87 
0.35 
1.11 
1.75 
3.85 
0.38 
0.10 
0.43 
1.75 
0.65 
0.33 
0.09 
0.24 
ndia, Direc 
2002-
2003 
98.36 
0.62 
0.60 
1.56 
0.59 
8.12 
11.07 
19.86 
0.31 
3.64 
1.71 
3.87 
0.63 
1.10 
2.12 
1.57 
1.50 
0.33 
0.97 
0.45 
torate Gov( 
Percentage 
Change 
254.83 
- 59.74 
122.22 
116.67 
- 56.93 
338.92 
944.34 
962.57 
-11.43 
227.93 
-2.29 
0.52 
65.79 
1000.00 
393.02 
- 10.29 
130.77 
0 
977.78 
87.50 
smment of 
India, General of Commercial Intelligence and Statistics (DGCI & S), 
Calcutta, March 1993 and March 2003. 
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The second largest exports item of Indian exports to Qatar has been 
Machinery and instruments in 2002-03. Exports of machinery and 
instruments increased from $1.06 million in 1992-93 to $11.07 million in 
2002-03. The growth of exports of Indian machinery and instruments 
during this period was estimated at 945 percent. The third largest exports 
of Indian exports to Qatar has been manufactures of metals in 2002-03. 
This commodity was the third largest exports item in 1992-93 also. 
During this period Indian exports of manufactures of metals to Qatar 
increased from $1.85 million to $8.12 million. Thus it registered a 339 
percent growth during this period. The next important item of Indian 
exports to Qatar in 2002-03 have been cotton yam, fabrics, made ups etc. 
Though it was the largest exports item in 1992-93. Growth of this item 
was very small during this period of about 0.52 percent. Exports of this 
item increased from $3.85 million to $3.87 million during this period. 
R.M.G. cotton including accessories has been the next important item of 
Indian exports to Qatar in 2002-03. Its exports increased from $1.11 
million in 1992-93 to $3.64 million in 2002-03. It registered a 228 
percent growth during this period. Meat and meat preparation has also 
been an important item of Indian exports to Qatar. It has also registered a 
substantial growth during this period. Exports of meat and meat 
preparations increased from $0.43 million in 1992-93 to $2.12 million in 
2002-03 and registered a 393 percent growth during this period. Exports 
of paper and wood products was $0.72 million in 1992-93 which 
increased to $1.56 million in 2002-03. Indian exports of oil meals to 
Qatar has also increased from $0.65 million in 1992-93 to $1.50 million 
in 2002-03. During this period exports of oil meals increased by 130 
percent. Indian exports of processed minerals has been the item which 
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registered the largest growth in export to Qatar during 1992-93 and 2002-
03. Exports of processed minerals was only $0.10 million in 1992-93 
which increased to $1.10 million in 2002-03. Though the value of export 
is very modest but it registered a hefty 1000 percent growth during this 
period. Indian exports of drugs, pharmaceuticals and fine chemicals to 
Qatar was negligible at about $0.09 million in 1992-93 which increased 
to $0.97 million in 2002-03. Cosmetics and toiletries, handicrafts 
(excluding man made carpets), electronic goods and spices were the other 
important items of Indian exports to Qatar which registered positive 
growth during the above period. But some of the items from Indian 
exports basket to Qatar declined in this period also. The exports of 
Basmati rice was $1.75 million in 1992-93 which declined to $1.57 
million in 2002-03. The exports of manmade yam, fabrics and made ups 
declined from $1.75 million in 1992-93 to $1.71 million in 2002-03. 
Likewise the exports of R.M.G. man made fibers also declined from 
$0.35 million to $0.31 million. The exports of gems and jewellery was 
$1.37 million in 1992-93 which declined to $0.59 million in 2002-03. 
Also the exports of India's traditional item, tea, registered a negative 
growth. Export of tea was $1.54 million in 1992-93 which decreased to 
$0.62 million in 2002-03. Therefore from the table it can be found that 
the exports of Indian traditional items and agricultural products to Qatar 
has declined or remained more or less constant and exports of 
manufactured items from India to Qatar has increased very fast during 
this period. Therefore India is loosing its market of traditional items in 
Qatar but capturing the market of manufactured products. Hence by 
keeping the momentum of exports of manufacture products, India should 
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make strategies to recapture the market of traditional items to increase the 
pace of exports to Qatar. 
The data about Qatari import and its direction is given in table-
3.12. Also the table-3.12A gives the percentage distribution of Qatari 
imports. From this table it is found that Qatari import was $1.7 billion in 
1990 which increased to $3.02 billion in 1995 and to $3.25 billion in 
2000. After that it registered a tremendous growth and within four years 
Qatari import has reached to $8.23 billion. In the Qatari imports industrial 
countries have very significant share. Clearly Qatari imports market is 
dominated by industrial countries. Qatari imports from industrial 
countries was $1.22 billion in 1990 which increased to $2.28 billion in 
1995 and then it declined to $2.01 billion in 2000. After that Qatari 
imports from industrial countries increased very fast and has reached to 
$5.96 billion in 2004. Percentage wise the share of industrial countries in 
Qatari imports market was 72 percent in 1990 which increased to 76 
percent in 1995 after which it declined to 62 percent in 2000 and it fiirther 
increased to 72 percent in 2004. Among all the countries to supply Qatari 
imports, France was the biggest in 2004. France's exports to Qatar was 
only $80 million in 1990 which increased to $253 million in 1995 and 
declined to $178 million in 2000. After that French exports to Qatar 
registered an unexpected growth of about 925 percent and has increased 
to $1.83 million in 2004. France's share in Qatari imports market was 
only 4.72 percent in 1990 which increased to 22 percent in 2004. The 
second largest exporter to Qatar was United Kingdom (U.K.) in 2004. 
U.K.'s exports to Qatar increased from $246 million in 1990 to $663 
million in 2004. In 1990 share of U.K. in Qatari imports was 14.50 
percent which declined continuously to reach 8.45 percent in 1995. It 
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Table: 3.12 Direction of Qatari Imports and India's 
Competitors in Qatari Market (US $ Million) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
Spain 
United Kingdom 
Developing Countries 
China 
India 
Korea 
Singapore 
Malaysia 
Turkey 
Middle East 
Saudi Arabia 
United Arab Emirates 
Brazil 
Pakistan 
1990 
1,696 
1,216 
161 
248 
80 
131 
159 
16 
246 
477 
17 
30 
24 
34 
15 
9 
209 
69 
50 
27 
17 
1995 
3,017 
2,282 
246 
297 
253 
326 
453 
40 
255 
724 
31 
32 
46 
32 
12 
18 
378 
108 
152 
29 
19 
2000 
3,252 
2,010 
335 
358 
178 
266 
219 
42 
253 
1,242 
97 
92 
174 
14 
41 
18 
563 
183 
225 
31 
33 
2004 
8,229 
5,956 
500 
652 
1,825 
655 
440 
538 
663 
2,273 
135 
200 
316 
100 
55 
39 
987 
335 
376 
59 
42 
Source: Direction of Trade Statistics (DOTS) Year Book 1997, 2003 and 
DOTS Quarterly June 2005,1.M.F. Publication, Washington D.C. 
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Table: 3.12A. Direction of Qatari Imports and India's Competitors 
in Qatari Market (Percentage) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
Spain 
United Kingdom 
Developing Countries 
China 
India 
Korea 
Singapore 
Malaysia 
Turkey 
Middle East 
Saudi Arabia 
United Arab Emirates 
Brazil 
Pakistan 
1990 
100 
71.70 
9.49 
14.62 
4.72 
7.72 
9.38 
0.94 
14.50 
28.13 
1.01 
1.77 
1.42 
2.01 
0.88 
0.53 
12.32 
4.07 
2.95 
1.59 
1.00 
1995 
100 
75.64 
8.15 
9.89 
8.39 
10.81 
15.01 
1.33 
8.45 
24.00 
1.03 
1.06 
1.52 
1.06 
0.40 
0.60 
12.52 
3.58 
5.04 
0.96 
0.63 
2000 
100 
61.81 
10.30 
11.01 
5.47 
8.18 
6.73 
1.29 
7.78 
38.19 
2.98 
2.83 
5.35 
0.43 
1.26 
0.55 
17.31 
5.63 
6.92 
0.95 
1.01 
2004 
100 
72.38 
6.08 
7.92 
22.18 
7.96 
5.38 
6.54 
8.06 
27.62 
1.64 
2.48 
3.84 
1.22 
0.67 
0.47 
11.99 
4.07 
4.57 
0.72 
0.51 
Source: Direction of Trade Statistics (DOTS) Year Book 1997, 2003 and 
DOTS Quarterly June 2005, IMF Publications, Washington, D.C. 
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further declined to 7.78 percent in 2000. After that it increased slightly to 
8.06 percent in 2004. Therefore exports of U.K. to Qatar is increasing in 
value term but its percentage has been declining continuously. That 
means U.K.'s exports to Qatar is not increasing as fast as Qatar imports 
have been increasing. Germany is another industrial country which 
exports substantially to Qatar. Exports of Germany to Qatar was $131 
million in 1990 which increased to $326 million in 1995 and declined to 
$266 million in 2000 and then again it increased to $655 million in 2004. 
During 1990-2004 its exports to Qatar registered a 400 percent growth. 
Exports of Japan to Qatar has been increasing. Japanese exports to Qatar 
had been $248 million in 1990 and $297 million in 1995 which increased 
to $358 million in 2000 and further it increased to $652 million in 2004 
and at present Japan is the fourth largest country to export to Qatar. 
Though the exports of Japan to Qatar is increasing but its share in Qatari 
imports market is falling. Share of Japan in Qatari imports was 14.62 
percent in 1990 which declined to 9.84 percent in 1995 and then it 
increased to 11 percent in 2000 and again declined to 7.92 percent in 
2004. United States (U.S.) is also an important exporter to Qatar. U.S. 
exports to Qatar increased from $161 million in 1990 to $246 million in 
1995. It fiirther increased to $335 million in 2000 and has reached to 
$500 million in 2004. Share of US in Qatari imports market was 9.49 
percent in 1990 which increased to 10.30 percent in 2000 but it fell to 6 
percent in 2004. Qatari imports from Spain remained very low upto 2000 
but by 2004 Spanish exports to Qatar registered unexpected growth of 
about 1180 percent. Spanish exports to Qatar was $16 million in 1990, 
$40 million in 1995 which increased slightly to $42 million in 2000 and 
then it increased very fast and has reached to $538 million in 2004. Share 
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of Spain in Qatari import market was 0.94 percent in 1990 which 
increased to 6.54 percent in 2004. 
Although exports of developing countries to Qatar has been 
increasing but their share is declining. Exports of developing countries 
was $477 million in 1990 which increased to $724 million in 1995 and to 
$1.24 billion in 2000, which further increased to $2.27 billion in 2004. 
The share of developing countries in Qatari imports market was 28 
percent in 1990 which declined to 24 percent in 1995 and then it 
increased to 38 percent in 2000 and again it declined to 27 percent in 
2004. Among developing countries United Arab Emirates (UAE) was the 
largest exporter to Qatar. UAE exports to Qatar was $50 million in 1990 
which increased to $152 million in 1995 and to $225 million in 2000 
which further increased to $376 million in 2004. Thus during this period 
UAE exports to Qatar has increased by 650 percent, which is more than 
that of increase in total Qatari imports. Share of UAE in Qatari imports 
market was 3 percent in 1990 which increased to 5 percent in 1995 and to 
7 percent in 2000 but declined to 4.57 percent in 2004. The UAE exports 
to Qatar is mainly her re-exports. Second largest exporter to Qatar among 
developing countries has been Saudi Arabia. Exports of Saudi Arabia 
increased from $69 million in 1990 to $335 million in 2004. During this 
period Saudi Arabia's exports to Qatar increased by about 385 percent, 
same as the increase in Qatari global import. Share of Saudi Arabia in 
Qatari import market was 4.07 percent in 1990 which decreased to 3.58 
percent in 1995 and increased to 5.63 percent in 2000 and again it 
decreased to 4 percent in 2004. Therefore, Saudi Arabia and UAE have 
been able to capture very substantial share in Qatari imports market. 
Korea is next largest exporter to Qatar among the developing countries. 
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Exports of Korea was $24 million in 1990 which increased to $46 million 
in 1995 and to $174 million in 2000. It further increased to $316 million 
in 2004. During this period Korean exports increased by 1200 percent. 
Share of Korea in Qatari imports increased from 1.42 percent in 1990 to 
3.84 percent in 2004. Exports of China to Qatar has been increasing 
continuously. Exports of China was only $17 million in 1990 which has 
increased to $31 million in 1995 and to $97 million in 2000 which further 
increased to $135 million in 2004. Thus during this period Chinese 
exports to Qatar has increased by 690 percent. Share of China in Qatari 
imports market was 1 percent in 1990 which increased to 1.64 percent in 
2004. Indian exports to Qatar has also been increasing continuously. 
Indian exports to Qatar was $30 million in 1990 which increased very 
slightly to $32 million in 1995, after that pace of growth increased and 
exports has reached to $92 million in 2000 and further it increased to 
$200 million in 2004. Therefore during this period Indian exports to 
Qatar has increased by 560 percent, more than that of growth in Qatari 
global imports. Indian share in Qatari imports market has also increased 
during this period from 1.77 percent to 2.49 percent. But this share is still 
very small as compared to the Indian capacity to exports and Qatari 
imports market. Other developing countries like Singapore, Malaysia, 
Turkey, Brazil and Pakistan etc. have also been striving to increase their 
exports to Qatari market. Exports of Singapore increased from $34 
million in 1990 to $100 million in 2004 and Malaysian exports increased 
from $15 million in 1990 to $55 million in 2004. Exports of Turkey was 
only $9 million in 1990 which has increased to $39 million in 2004. 
Pakistani exports to Qatar increased from $17 million in 1990 to $42 
million in 2004. Also exports of Brazil increased from $27 million to $59 
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million during this period. Though the exports of these countries has 
increased during this period but they were not able to increase their share 
in Qatar's import market and whereas industrial countries were able to 
enhance their market share substantially in Qatar's imports market. 
3.5- India's Exports to Saudi Arabia: 
Saudi Arabia is among high income group of countries. It is the 
largest member of Gulf Cooperation Council (GCC) countries and its 
economy is also the largest economy as compared to any of the GCC 
countries. Saudi Arabia's huge oil reserves and production capacity 
provide it a significant influenting power in the global economy. Huge oil 
reserves and production capacity result in massive revenue inflow to 
Saudi Arabia. Which provides high per capita income and importing 
capacity to Saudi Arabia. Further diversification of Saudi economy is in 
progress which would also create demands for various kinds of goods and 
services which in turn would increase the volume of Saudi imports. 
Because Saudi Arabia depends on imports for supplies of goods and 
services on a massive scale. Saudi economy is very much dependent upon 
imports of various kinds. India's economic relation to Saudi Arabia is age 
old and the discovery of oil in Saudi Arabia further strengthened it. The 
data about Indian exports to Saudi Arabia is provided in TabIe-3.13. 
India's exports to Saudi Arabia was $249 million in 1990 which 
increased to $352 million in 1991 and further increased to $431 million in 
1992. During this short period of time Indian exports to Saudi Arabia 
increased by 73 percent. But between 1992 & 1995 it remained static at 
about $431 million. In 1996 Indian exports to Saudi Arabia increased to 
$521 million and further to $662 million in 1997. In 1998 Indian exports 
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Table: 3.13 Trends in India's Exports to Saudi Arabia 
(US$Million) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
India's Exports 
To Saudi 
Arabia 
249 
352 
431 
478 
442 
425 
521 
662 
753 
750 
803 
799 
827 
1075 
1398 
India's Total Exports 
17,813 
17,872 
18,498 
20,258 
24,195 
30,537 
32,323 
34,620 
33,663 
35,920 
42,624 
45,211 
50,447 
60,793 
82,404 
India's Exports To Saudi 
Arabia as Percentage of 
India's Total Exports 
1.40 
1.97 
2.33 
2.36 
1.83 
1.39 
1.61 
1.81 
2.24 
2.09 
1.88 
1.77 
1.64 
1.77 
1.70 
Source: Direction of Trade Statistics, Year Book 1997 and 2003, 
Direction of Trade Statistics Quarterly, December 2004 and June 2005, 
I.M.F. Publication, Washington, D.C. 
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to Saudi Arabia increased to $753 million and remained same for 1999 
also. After that in 2000 Indian exports to Saudi Arabia increased to $803 
million and it remained almost constant up to 2002. But after 2002 pace 
of Indian exports to Saudi Arabia increased and Indian exports reached to 
$1.4 billion by 2004. During the period 1990-2004, India's exports to the 
world increased by 380 percent whereas India's exports to Saudi Arabia 
increased by 460 percent. Thus growth in India's exports to Saudi Arabia 
has been substantially faster than India's exports to the world. Share of 
Indian exports to Saudi Arabia in India's global exports was 1.4 percent 
in 1990 which increased to 1.97 percent in 1991 and to 2.33 percent in 
1992 and remained same for 1993. Share of Saudi exports in India's total 
exports declined slightly to 1.83 percent in 1994 and fiirther decreased to 
1.39 percent in 1995 and remained almost same upto 1997. Then it 
increased to 2.74 percent in 1998 and declined in very next year to 2.09 
percent and fiirther declined to 1.88 percent in 2000. After the year 2000 
the share of Indian exports to Saudi Arabia in Indian global exports 
remained static around 1.75 percent till date. Therefore share of Indian 
exports to its global exports remained below 2 percent during the above 
mentioned period except in a few years which was around 2 percent. 
Thus India should have made efforts to increase its share because India's 
imports bill from Saudi Arabia is very high. This deficit can be reduced 
by increasing exports to Saudi Arabia. 
The data about commodity composition of Indian exports to Saudi 
Arabia has been given in Table-3.14. Rice Basmati has been the largest 
item of India's exports to Saudi Arabia in 2002-03. It was also the largest 
item of Indian exports to Saudi Arabia in 1992-93. The exports of Rice 
Basmati was $157.64 million in 1992-93 which increased to $177.57 
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Table: 3.14 Commodity Compositions of Indian Exports to 
Saudi Arabia (US $ Million) 
Commodity 
Total 
Tea 
Coffee 
Rice Basmati 
Rice (Other Than Basmati) 
Spices 
Cashew 
Oil Meals 
Processed Fruits & Juices 
Meat and Preparations 
Gems and Jewellery 
Drugs, Pharmaceuticals & Fine 
Chemicals 
Manufactures of Metals 
Machinery & Instruments 
Handicrafts (Excluding Handmade 
Carpets) 
Transport Equipments 
Cosmetics/ Toiletries etc. 
Electronic Goods 
Cotton Yam, Fabrics, Made ups etc. 
Manmade Yam, Fabrics, Made ups 
R.M.G. Cotton Inclusive 
Accessories 
R.M.G. Manmade Fibers 
Source: Foreign Trade Statistics 
1992-93 
431.69 
12.63 
4.70 
157.64 
7.49 
4.16 
0.99 
27.01 
4.59 
5.01 
0.83 
2.80 
23.55 
11.69 
7.56 
3.35 
5.54 
1.35 
12.84 
20.87 
12.98 
4.22 
of India, 
2002-
2003 
961.91 
5.40 
1.91 
177.57 
7.95 
10.31 
9.15 
1.55 
25.01 
0.90 
3.75 
11.16 
40.95 
41.59 
8.17 
6.40 
10.78 
8.20 
17.88 
71.49 
88.56 
23.15 
Directorate 
Percentage 
Change 
122.82 
- 57.24 
- 59.36 
12.64 
6.14 
147.84 
824.24 
- 99.01 
444.88 
- 82.04 
351.81 
298.57 
73.89 
258.23 
8.07 
91.04 
94.58 
507.41 
39.25 
242.55 
582.28 
448.58 
General of 
Commercial Intelligence and Statistics (DGCI & S) Govemment of India, 
Calcutta, March, 1993 and March, 2003. 
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million in 2002-03. Thus Indian exports of Basmati rice increased by 
12.64 percent during this period. Indian exports of Basmati rice to Saudi 
Arabia during 2002-03 constituted about 18 percent of India's total 
exports to Saudi Arabia. RMG Cotton including accessories have been 
the next important item in India's exports basket to Saudi Arabia in 2002-
03. Indian exports of RMG cottonincluding accessories to Saudi Arabia 
was $12.98 million in 1992-93 which increased to $88.56 million in 
2002-03. Thus during this period Indian exports of RMG cotton including 
accessories has registered a substantial growth of 580 percent. In 1992-93 
RMG cotton including accessories was the fifth largest item of Indian 
exports to Saudi Arabia which became second important item of exports 
to Saudi Arabia. Third largest item of Indian exports to Saudi Arabia in 
2002-03 have been Manmade yam, fabrics and made ups. Where as it 
was fourth largest item of Indian exports to Saudi Arabia in 1992-93. 
Exports of this item increased from $20.87 million to $71.49 million 
during above said period. Thus during 1992-93 to 2002-03 Indian exports 
of Manmade yam, fabrics and made ups to Saudi Arabia increased by 242 
percent. Machinery and instmments have been the next important item of 
Indian exports to Saudi Arabia in 2002-03. Its exports was only $11.61 
million in 1992-93 which increased to $41.59 million in 2002-03. During 
this period exports of this item increased by 258 percent. Indian exports 
of manufactured of metals was the third largest item of exports to Saudi 
Arabia in 1992-93 but this has lost its position and became the fifth 
largest exports item to Saudi Arabia in 2002-03. Exports of this items was 
$23.55 million in 1992-93 which increased to $40.95 million in 2002-03. 
During this period exports of manufactures of metals increased by 74 
percent. Another important item of Indian exports to Saudi Arabia have 
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been processed fruits and juices which registered around 445 percent 
growth from 1992-93 to 2002-03. Exports of processed fhiits and juices 
increased from $4.59 million to $25 million in above mentioned period. 
Exports of RMG Man made fabrics increased from $4.22 million in 1992-
93 to $23.15 million in 2002-03. Thus during this period exports of this 
item increased by 448 percent. The exports of cotton yam, fabrics, made 
ups etc. increased from $12.84 million in 1992-93 to $17.88 million in 
2002-03. During this period exports of this item increased by 39 percent. 
The exports of electronic item from India to Saudi Arabia increased very 
substantially during this period though its exports value is not very 
significant. Exports of Electronic goods increased from $1.35 million in 
1992-93 to $8.20 million in 2002-03. Thus during this period it registered 
a hefty growth of 507 percent. Exports of Cashew was another item of 
Indian exports to Saudi Arabia which registered a very high growth rate 
during this period. Exports of this item increased from $0.99 million in 
1992-93 to $9.15 million in 2002-03. During this period exports of 
Cashew increased by 824 percent. Exports of spices also increased from 
$4.16 million to $10.31 million during this period. Other items of Indian 
exports Basket which increased during the period are gems and Jewellary, 
transport equipments, drugs, pharmaceuticals and fme chemicals etc. 
Exports of Gems and jewellary increased from $0.83 million in 1992-93 
to $3.75 million, in 2002-03. Drugs, pharmaceuticals and fme chemicals 
increased from $2.80 million in 1992-93 to $11.16 million in 2002-03. 
Also the exports of transports equipments increased from $ 3.35 million 
in 1992-93 to $6.40 million in 2002-03. Whereas exports of some items 
from India to Saudi Arabia remain almost constant. Exports of rice (other 
than Basmati) and handicraft (excluding hand made carpets) remains 
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constant during this period. Also the exports of some items from India to 
Saudi Arabia declined during this period. The exports of oil meal to Saudi 
Arabia was $27.01 million in 1992-93 which fell drastically to $1.55 
million in 2002-03. In 1992-93 oil meal was the second largest item of 
Indian exports. Value of exports to this item was very significant in 
India's exports to Saudi Arabia, but its exports value has become 
negligible in 2002-03. The exports of tea decreased from $12.63 million 
in 1992-93 to $5.40 million in 2002-03. Likewise exports of Coffee 
decreased from $4.70 million in 1992-93 to $1.91 million in 2002-03. 
Both these items of exports fell by around 60 percent during this period. 
Also exports of meat and preparation decreased from $5.01 million to 
$0.90 million during this period. Thus it is clear from analysis that the 
Indian exports basket to Saudi Arabia has undergone diversification 
during this period. Exports of non-traditional item has increased. Whereas 
exports of some traditional items has decreased during this period which 
is not a positive sign. To match with the huge imports bill from Saudi 
Arabia, India has to increased it size of exports, the potential of which 
exists unrealized. 
The data about the direction of Saudi imports and India's 
competitors in Saudi market is provided in table-3.15. Also the 
percentage share in Saudi imports market is given in table-3.15 A. The 
size of Saudi import market is quite substantial due to it large economy. 
The size of Saudi Arabian imports was $24 billion in 1990 which 
increased to $27.5 billion in 1995 and $30.3 billion in 2000, further 
increasing to $62 billion in 2004. Thus during 1990-2004 Saudi imports 
have grown by 158 percent. Therefore the speed of growth in the imports 
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Table: 3.15 Direction of Saudi Arabia Imports and India's 
Competitors in Saudi Market (US $ Million) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
United Kingdom 
Switzerland 
Developing Countries 
China 
Hong Kong 
India 
Indonesia 
Korea 
Singapore 
Turkey 
United Arab Emirates 
Bahrain 
Brazil 
Pakistan 
1990 
24,081 
18,577 
4,022 
3,689 
954 
1,798 
1,116 
2,719 
1,583 
5,431 
445 
126 
264 
212 
790 
189 
298 
166 
107 
252 
105 
1995 
27,449 
19,791 
5,863 
2,113 
1,339 
2,152 
1,222 
2,375 
1,389 
7,523 
771 
84 
510 
386 
869 
132 
420 
365 
201 
444 
154 
2000 
30,298 
20,249 
5,832 
3,164 
1,251 
2,433 
1,273 
1,957 
986 
9,606 
N.A. 
N.A. 
836 
454 
1,013 
160 
228 
590 
188 
618 
139 
2004 
62,081 
30,227 
5,770 
4,044 
2,033 
4,076 
2,017 
3,271 
1,037 
31,193 
3,099 
326 
1,538 
550 
2,016 
355 
845 
691 
279 
962 
671 
Source: Direction of Trade Statistics (DOTS) Year Book 1997, 2003 and 
DOTS, Quarterly June 2005, IMF Publication, Washington, D.C. 
Note: N.A. = Not Available 
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Table: 3.15A Direction of Saudi Arabia Imports and India's 
Competitors in Saudi (Percentage) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
United Kingdom 
Switzerland 
Developing Countries 
China 
Hong Kong 
India 
Indonesia 
Korea 
Singapore 
Turkey 
United Arab Emirates 
Brazil 
Bahrain 
Pakistan 
1990 
100 
77.14 
16.70 
15.32 
3.96 
7.49 
4.63 
11.29 
6.57 
22.55 
1.85 
0.52 
1.10 
0.88 
3.28 
0.78 
1.24 
0.69 
1.05 
0.44 
0.44 
1995 
100 
72.10 
21.36 
7.70 
4.88 
7.84 
4.45 
8.65 
5.06 
27.41 
2.81 
0.31 
1.86 
1.41 
3.17 
0.48 
1.53 
1.33 
1.62 
0.73 
0.56 
2000 
100 
66.83 
19.25 
10.44 
4.13 
8.03 
4.20 
6.46 
3.25 
31.71 
N.A. 
N.A. 
2.76 
1.50 
3.34 
0.53 
0.75 
1.95 
2.04 
0.62 
0.46 
2004 
100 
48.69 
9.29 
6.51 
3.27 
6.57 
3.25 
5.18 
1.67 
50.25 
4.99 
0.53 
2.48 
0.89 
3.25 
0.57 
1.36 
1.11 
1.55 
0.45 
1.08 
Source: Direction of Trade Statistics (DOTS) 
DOTS Quarterly June 2005, IMF Publication, 
Note: N.A. = Not Available 
Year Book 1997, 2003 and 
Washington, D.C. 
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of Saudi Arabia during 2000-2004 remains very substantial. From the 
table it can be seen that upto 2000 major portion of Saudi imports 
originated from the industrial countries. But the share df industrial 
countries in Saudi imports has been declining continuously. The share of 
Industrial countries in Saudi Arabia was 77.1 percent in 1990 which 
declined to 72 percent in 1995, and to 67 percent in 2000, further it 
declined to 49 percent in 2004. The share of developing countries in the 
Saudi imports market is increasing continuously. Share of developing 
countries was 22.5 percent in 1990, which improved to 27.5 percent in 
1995, and 31.7 percent in 2000, further increasing to 50.5 percent in 
2004. United States (US) has been dominating the Saudi imports market. 
United States has been the largest supplier of Saudi imports requirements. 
About 16.5 percent of Saudi imports originated from United States in 
1990 which increased to 21 percent in 1995, whereas it declined to 19 
percent in 2000 and further declined to 9.3 percent in 2004. Therefore 
share of United States imports has been declining continuously, but still it 
is the largest source of Saudi imports. Germany has been the second 
important source of Saudi imports in 2004. Saudi imports from Germany 
was $1.8 billion in 1990 which increased to $4.1 billion in 2004. Thus 
during this period Saudi imports from Germany increased by 126 percent. 
Next important source of Saudi imports has been Japan. Saudi imports 
from Japan was $3.7 billion in 1990, which decreased to $2.1 billion in 
1995 and increased to $3.1 billion in 2000, further increasing to $4 billion 
in 2004. But the share of the Japan in Saudi import market has been 
declining continuously. Japan's share in Saudi imports market was 15 
percent in 1990, which declined to 7.7 percent in 1995 and then increased 
to 10 percent in 2000 and it further declined to 6.5 percent in 2004. The 
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share of United Kingdom (U.K.) in Saudi imports market was substantial 
in 1990 but declining continuously. Share of United Kingdom was 11.2 
percent in 1990, which declined to 8.6 percent in 1995 and 6.4 percent in 
2000 and further it declined to 5.1 percent in 2004. Another important 
industrial countries like France, Italy and Switzerland are the source of 
Saudi imports, but the share of these countries has also been declining. 
As far as developing countries are concerned their share has been 
increasing. Among developing countries Korea was the largest supplier of 
Saudi imports upto 2000. But the position has been grabbed by China. 
Who was second largest supplier of Saudi imports upto 2000. Saudi 
imports from Korea was $790 million in 1990 which increased to $869 
million in 1995 and to $ 1 billion in 2000 and fiirther increased to $2 
billion in 2004. But the share of Korea in Saudi imports market remains 
almost constant at about 3.25 percent. Whereas Saudi imports from China 
was $445 million in 1990 which increased to $771 million in 1995. After 
that its exports to Saudi has increased very fast and has reached to $3 
billion in 2004. The share of China in Saudi imports market was only 
1.85 percent in 1990 which has increased to 5 percent in 2004. Thus 
during this period Chinese exports to Saudi Arabia has grown by 596 
percent whereas Korean exports to Saudi has increased by 155 percent. 
India has been the third largest exporter to Saudi Arabia among 
developing countries. India's exports to Saudi Arabia was $264 million in 
1990 which increased to $510 million in 1995 and $836 million in 2000 
and fiirther to $1.5 billion in 2004. Share of India in Saudi imports market 
was 1.10 percent in 1990 which increased to 1.86 percent in 1995 and to 
2.76 percent in 2000 and remains same upto 2004. Thus from 1990 to 
2004 India's exports to Saudi Arabia has grown by 482 percent, which is 
148 
lower than China's growth rate. The share of developing countries in 
Saudi imports market has increased very fast from 2000 to 2004. But 
during this period India's share remains constant. Therefore India is not 
able to benefit from the declining share of industrial countries. Brazil is 
also an important source of Saudi imports. Share of Brazil increased from 
1.05 percent in 1990 to 1.55 percent in 2004. The share of Turkey in 
Saudi imports market remains almost constant during the above period. 
Whereas share of UAE has been increasing. UAE's share in Saudi 
Imports market was only 0.69 percent in 1990 which has increased to 
1.36 percent in 2004. Also the share of Pakistan in Saudi Imports market 
has been increasing. The share of Pakistan was only 0.44 percent in 1990 
which has increased to 1.08 percent in 2004. Therefore Saudi imports 
market is being exploited by developing countries efficiently and 
reducing the share of industrial countries. India is facing tough 
competition by China and Korea in Saudi imports market. Therefore 
India should make strategies to enhance its share in the Saudi imports 
market by competing efficiently with China and Korea. 
3.6- India's exports to United Arab Emirates (UAE): 
United Arab Emirates (UAE) is a small country in size and 
population. However UAE is one of the important members of the 
organization of Gulf Cooperation Council. Like other members of the 
council, UAE has also been maintaining a high level of per capita income 
and is counted among very prosperous countries. Also the size of UAE's 
trade is very substantial. Much of the prosperity enjoyed by UAE has 
been due to oil exports. Economic policies since the oil boom have 
channelled oil revenue into building UAE as the modem and diversified 
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economy. The policies pursued by UAE authorities were fkr-sighted in 
the sense that they tried to diversify their economy and promote other 
sectors of the economy. These poUcies established UAE as a regional 
trade center. Therefore the market oriented economic policies adopted by 
the UAE and other efforts to diversify the country's sources of income in 
the early 1990's have sharply boosted the economy of UAE, including the 
non-oil sectors. 
India's trade linkage with United Arab Emirates predates the oil 
era. It goes back to ancient times. However, with the discovery of oil and 
gases in UAE this relation became more crucial for the Indian economy. 
The data about the trends in India's exports to UAE is provided in Table-
3.16. Where it is seen that India's exports to UAE was $455 million in 
1990 which increased to $738 million in 1991, but declined to $480 
million in 1992, then rising continuously the Indian exports to UAE 
reached $2.5 billion in 2000. But in 2001 India's exports to UAE fell 
drastically to $1.7 billion. Again India's exports to UAE started rising 
and reached to $1.9 billion in 2002, but after that growth r^te in Indian 
exports to UAE has been very fast. In 2003 Indian exports reached to 
$4.6 billion and in 2004 it has reached to $6.1 billion. Therefore, within 
two years (2002-2004) India's exports to UAE has increased by 227 
percent and between 1990 to 2004 India's exports to UAE has increased 
by a hefty 1227 percent. During the same period India's global exports 
has increased by 362 percent only. Thus growth in India's exports to 
UAE is much faster as compared to the growth in India's global exports. 
This can also be seen from the growing share of India's exports to UAE 
in India's global exports. Share of India's exports to UAE as percent of 
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Table: 3.16 Trends in India's Exports to United Arab 
Emirates (US $ million) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
India's Exports 
To U.A.E. 
455 
738 
480 
726 
1210 
1306 
1491 
1638 
1824 
2029 
2469 
1679 
1846 
4642 
6037 
India's Total Exports 
17,813 
17,872 
18,498 
20,258 
24,195 
30,537 
32,323 
34,620 
33,663 
35,920 
42,624 
45,211 
50,447 
60,793 
82,404 
India's Exports to 
U.A.E. as Percentage of 
India's Tbtal Exports 
2.55 
4.13 
2.59 
3.58 
5.00 
4.28 
4.61 
4.73 
5.42 
5.65 
5.79 
3.71 
3.66 
7.64 
7.33 
Source: Direction of Trade Statistics, Year Book 1997 and 2003, 
Direction of Trade Statistics Quarterly, December 2004 and June 2005, 
IMF Publication, Washington, D.C. 
151 
total India's exports was only 2.55 percent in 1990, which increased to 
4.13 percent in 1991, but fell to 2.59 percent in 1992 and a^ain increased 
to 3.58 percent in 1993 and to 5 percent in 1994, to 4.28 percent in 1995 
after that it remained almost constant upto 1997. Again it increased to 
5.42 percent in 1998 and remained almost constant to 2000. But it 
decreased to 3.71 percent in 2001 and to 3.66 percent in 2002. After that 
share of India's exports to UAE in India's total exports has increased 
suddenly to 7.33 percent in 2004. 
Details of the commodity composition of India's exports to United 
Arab Emirates are available in Table-3.17. Gems and jewellary has been 
the largest item in India's exports to UAE during 2002-03. While it was 
the third largest exports item in 1992-93. Exports of gems and jewellary 
was $82 million in 1992-93 which increased to $653 million in 2002-03. 
Thus during this period exports of this item increased by a hefty 690 
percent and it constituted 19 percent of India's total exports to UAE in 
2004. RMG cotton, including accessories has been the second largest 
exports item to UAE. Exports of this item increased fi-om $91 million in 
1992-93 to $286 million in 2002-03. During this period exports of RMG 
cotton including accessories to UAE increased by 215 percent. Exports of 
Man made yam, fabrics and made ups has been the third largest exports 
item in Indian exports basket to UAE. While this was the largest exports 
item in 1992-93. Exports of man made yam, fabrics and made ups 
increased from $99 million in 1992-93 to$265 million in 2002-03. Thus 
during this period exports of this item increased by 166 percent. The next 
important item of India's exports to UAE has been manufactures of 
metals. Exports of this item increased from $50 million in 1992-93 to 
$193 million in 2002-03. Thus during this period exports of this item has 
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Table: 3.17 Commodity Compositions of Indian Exports to 
U.A.E. (US $ Million) 
Commodity 
Total 
Tea 
Coffee 
Rice Basmati 
Rice (Other Than Basmati) 
Spices 
Cashew 
Oil Meals 
Processed Fruits & Juices 
Meat and Preparations 
Marine Products 
Gems and Jewellery 
Drugs, Pharmaceuticals & Fine 
Chemicals 
Cosmetic/ Toiletries etc. 
Manufactures of Metals 
Handicrafts (Excluding Handmade 
Carpets) 
Machinery «fe Instruments 
Transport Equipments 
Electronic Goods 
Cotton Yam, Fabrics, Made ups etc. 
Manmade Yam, Fabrics, Made ups 
R.M.G. Cotton Inclusive Accessories 
R.M.G. Manmade Fibers 
1992-93 
862.93 
14.37 
2.15 
28.45 
5.95 
10.22 
5.94 
6.88 
3.85 
23.25 
44.68 
82.77 
8.07 
12.72 
50.80 
4.91 
23.20 
22.14 
17.75 
62.22 
99.51 
91.18 
14.55 
2002-2003 
3388.92 
52.23 
3.71 
16.73 
11.08 
13.57 
18.89 
9.19 
8.99 
30.29 
33.63 
653.74 
39.54 
42.08 
193.80 
20.12 
126.93 
30.12 
59.44 
91.45 
264.99 
286.85 
55.96 
Percentage 
Change 
292.72 
263.47 
73.02 
-41.20 
86.22 
32.78 
218.01 
33.58 
133.51 
30.28 
- 24.73 
689.83 
388.73 
230.82 
281.50 
309.78 
.447.11 
36.04 
234.87 
46.98 
166.79 
214.60 
284.60 
Source: Foreign Trade Statistics of India, Directorate General of 
Commercial Intelligence and Statistics (DGCI & S), Government of 
India, Calcutta, March 1993 and March 2003. 
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increased by 281 percent. Exports of machinery and instruments has 
increased from $23 million in 1992-93 to $126 million in 2002-03. 
Therefore during this period exports of this item has increased by 447 
percent which was more than the growth in India's total exports to UAE 
during this period. Exports of cotton yam, fabrics and made ups has 
increased from $62 million to $91 million during abov6 period. Thus 
exports of this item has increased by 47 percent. Electronic goods has 
been the next important item of India's exports to UAE. Exports of this 
item increased from $17 million in 1992-93 to $59 million in 2002-03. 
During this period exports of electronic goods has increased substantially 
by 234 percent. RMG man made fibers has also been an important export 
item to UAE. Whose exports increased from $14 million in 1992-93 to 
$56 million in 2002-03. Exports of this item has increased by 284 percent 
during this period. Tea is also an important exports item of India to UAE. 
Exports of tea has increased from $14 million to $52 million during the 
above mentioned period. Thus growth of the exports of tea has also been 
substantial at about 263 percent. Exports of cosmetic and toiletries was 
only $13 million in 1992-93 which increased to $42 million in 2002-03. 
Exports of this item has increased by about 230 percent during this 
period. Exports of drugs, pharmaceuticals and fine chemicals was only $8 
million in 1992-93 which increased to $39 million in 2002-03. Growth in 
exports for this item is also very substantial at about 388 percent. Another 
important item of India's exports to UAE whose volumes have increased 
substantially are handicrafts (excluding hand made carpets), cashew, 
processed fruits and juices, rice other than Basmati and coffee etc. 
Exports of handicrafts (excluding handmade carpets) increased from $4 
million in 1992-93 to $20 million in 2002-03. Exports of cashew 
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increased from $ 6 million to $19 million during above said period. 
Exports of processed fruits and juices was $4 million in 1992-93 which 
increased to $9 million in 2002-03. This analysis makes clear that most of 
the larger items of Indian exports to UAE exhibited positive growth 
during above discussed period. This could be on account of expansion of 
the market for these commodities in UAE, which benefited Indian 
exporters. Further it could be on account of India being able to offer 
commodities in international market on competitive prices after 
introducing reforms and liberalization. 
Only a few items of India's exports to UAE registered negative 
growth. Exports of marine products has declined from $44 million in 
1992-93 to $33 million in 2002-03. Also the exports of Basmati rice 
declined from $28 million to $16 million in above said period. In 
addition, there has been certain commodities in Indian exports to UAE, of 
whose growth remained stagnant or improved very marginally. These 
include spices, oil meals, transports equipment, meat and preparations. 
From the above detailed analysis of the composition of Indian exports to 
UAE, it is clear that most Indian export commodities have been 
performing very satisfactorily in UAE market. In that market, India has 
not only been an exporter of primary goods but also a substantial portion 
of Indian exports consists of manufactured commodities. The 
performances of most of the manufactured commodities that constitute 
Indian exports to UAE has been satisfactory. 
The data about the direction of UAE's imports and India's 
competitors in UAE's market is provided in Table-3.18. Also percentage 
share of UAE's direction of imports is given in Table-3.18 A. The size of 
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Table: 3.18 Direction of U.A.E. Imports and India's 
Competitors in U.A.E. Market (US $ Million) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
United Kingdom 
Developing Countries 
China 
Hong Kong 
India 
Korea 
Malaysia 
Pakistan 
Singapore 
Thailand 
Turkey 
Oman 
Saudi Arabia 
Brazil 
1990 
11,472 
6,913 
1,049 
1,631 
410 
876 
522 
1,144 
4,156 
572 
119 
462 
504 
184 
135 
214 
314 
90 
129 
415 
75 
1995 
27,207 
14,408 
2,193 
2,316 
1,419 
1,772 
1,799 
2,057 
12,450 
1,211 
1,316 
1,437 
1,460 
755 
390 
934 
1,109 
211 
135 
592 
120 
2000 
25,464 
15,005 
2,003 
2,434 
1,864 
1,677 
1,414 
2,054 
10,459 
2,054 
232 
1,682 
1,370 
362 
298 
502 
463 
248 
3 
921 
131 
2004 
74,205 
34,848 
4,470 
5,071 
4,526 
4,691 
2,921 
4,369 
39,357 
7,657 
2,119 
6,641 
3,158 
1,709 
1,604 
2,093 
1,063 
1,252 
1,023 
1,341 
788 
Source: Direction of Trade Statistics (DOTS) Year Book 1997, 2003 and 
DOTS Quarterly June 2005, IMF Publication, Washington D.C. 
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Table: 3.18A Direction of U.A.E. Imports and India's 
Competitors in U.A.E. Market (Percentage) 
Country 
Total 
Industrial Countries 
United States 
Japan 
France 
Germany 
Italy 
United Kingdom 
Developing Countries 
China 
Hong Kong 
India 
Korea 
Malaysia 
Pakistan 
Singapore 
Thailand 
Turkey 
Oman 
Saudi Arabia 
Brazil 
1990 
100 
60.26 
9.14 
14.22 
3.57 
7.64 
4.55 
9.97 
36.23 
4.89 
1.04 
4.03 
4.39 
1.61 
1.18 
1.87 
2.74 
0.78 
1.12 
3.62 
0.65 
1995 
100 
52.69 
8.06 
8.51 
5.22 
6.51 
6.61 
7.56 
45.76 
4.45 
4.84 
5.28 
5.37 
2.78 
1.43 
3.43 
4.08 
0.78 
0.50 
2.18 
0.44 
2000 
100 
58.93 
7.87 
9.56 
7.32 
6.59 
5.55 
8.07 
41.07 
8.07 
0.91 
6.61 
5.38 
1.42 
1.17 
1.97 
1.82 
0.97 
0 
3.62 
0.51 
2004 
100 
46.96 
6.06 
6.83 
6.10 
6.32 
3.94 
5.89 
53.04 
10.32 
2.86 
8.95 
4.26 
2.30 
2.16 
2.82 
1.13 
1.69 
1.38 
1.81 
1.06 
Source: Direction of Trade Statistics (DOTS) Year Book 1997, 2003 And 
DOTS Quarterly June 2005, IMF Publication, Washington, D.C. 
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UAE's market for imports is very significant. UAE's total imports was 
$11.5 billion in 1990, which increased to $27.2 billion in 1995 and 
decreased to $25.5 billion in 2000 and it further increased to $74.2 billion 
in 2004. Thus during this period UAE's imports has increased by around 
547 percent. From the analysis of table it has been found that major 
portion of UAE's imports originated from industrial countries till 2000. 
But in 2004 UAE's imports became dominated by developing countries. 
Japan has been the largest exporter to UAE till 2000. UAE's imports 
from Japan was $1.7 billion in 1990 which increased to $2.3 billion in 
1995 and increased very marginally to $2.4 billion in 2000, after that it 
rose to $5.1 billion in 2004. From 2000 to 2004 it registered a 100 percent 
growth. But the share of Japan in UAE's total imports has been declining. 
Share of Japan in UAE's imports market was 14 percent in 1990, which 
declined to 8.5 percent in 1995, and increased very marginally to 9.5 
percent in 2000, but again its share declined to 6.8 percent and has 
become the third largest exporter to UAE in 2004. United Kingdom 
(U.K.) was the second largest exporter to UAE's market in 1990. But 
share of UK in UAE's market has also been declining continuously. 
Share of UK was 10 percent in 1990 which declined to 7.6 percent in 
1995, and increased little bit to 8 percent in 2000 and again declined to 6 
percent in 2004. Likewise share of US has been declining. US was the 
third largest exporter to UAE in 1990. Share of US in UAE's imports 
market was 9 percent in 1990, which declined to 8 percent in 1995 and to 
7.8 percent in 2000, and fiirther declined to 6 percent in 2004. Germany 
was the fourth largest exporter to UAE's market in 1990. Share of 
Germany in UAE's imports market was 7.6 percent which has been 
declining continuously and came down to 6.5 percent in 2000 and further 
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declined to 6.3 percent in 2004. Therefore, the share of Germany in 
UAE's market declined but Germany is still fourth largest exporter to 
UAE. France is also an important exporter to UAE among industrial 
countries. Share of all the industrial countries in UAE's imports has been 
declining but the share of France has been increasing. Share of France 
was only 3.5 percent in 1990 which increased to 5.2 percent in 1995, and 
ftirther it increased to 7.3 percent but it decreased to 6.1 percent in 2004. 
Other important industrial countries which has substantial share in 
U.A.E's imports are Australia, Italy and Netherlands. UAE's imports 
from Italy was $522 million in 1990 which increased to $1.8 billion in 
1995 and decreased to $1.4 billion but again increased to $2.9 billion in 
2004. 
China has been the largest source of UAE's imports in 2004. 
UAE's imports from China amounted to $572 million in 1990, which 
increased to $1.2 billion in 1995 and to$2.1billion in 2Q00, which further 
increased to $7.7 billion in 2004. During this period China's exports has 
increased by 1238 percent. Share of China in UAE's imports has also 
been increasing. Share of China was 5 percent in 1990, which decreased 
to 4.5 percent in 1995 but increased to 8.1 percent in 2000 and has 
reached to 10.3 percent in 2004. Therefore, China's exports to UAE has 
increased drastically during this period. Among the developing countries 
India has been the third largest exporter to UAE's imports market in 
1990. But India's share in UAE's market has been increasing and now 
India has become the second largest exporter among all exporting 
countries to UAE. India's exports to UAE was $462 million in 1990 
which increased to $ 1.5 billion in 1995 and to $1.7 billion in 2000, and 
further increased to $6.6 billion in 2004. Thus during the period India's 
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exports to UAE has increased by a hefty 1337 percent. Share of India in 
UAE's imports market was 4.1 percent in 1990, which increased to 5.3 
percent in 1995 and to 6.6 percent in 2000, which further increased to 9 
percent in 2004. therefore the rate of growth in the exports of India and 
China to UAE's imports market is almost same during above said period. 
Hence the falling share of industrial countries in UAE's imports market 
has been grabbed by developing countries specially India and China. 
Korea is also an important source of UAE's imports, UAE's imports from 
Korea was $504 million in 1990, which increased to $1.4 billion in 1995, 
to 1.7 billion in 2000. It ftirther increased to 3.2 billion in 2004. Share of 
Korea in UAE's imports market was 4.4 percent in 1990 which increased 
to 5.4 percent in 1995 and remained constant upto 2000, but after that 
share of Korea declined to 4.3 percent in 2004. UAE's imports from 
Hongkong was $119 million in 1990 which increased to $1.3 billion in 
1995 and declined very fastly to $232 million in 2000, after that it 
increased suddenly to $2.1 billion in 2004. Share of Hongkong in UAE's 
import market was 1 percent in 1990 which suddenly increased to 4.8 
percent in 1995 but fell to 0.9 percent in 2000 and again increased to 2.9 
percent in 2004. Share of Malaysia in UAE's imports market has 
increased from 1.6 percent in 1990 to 2.3 percent in 2004. UAE's imports 
from Singapore was $214 million in 1990 which increased to $9.34 
million in 1995 and fell to $502 million in 2000 and again increased 
suddenly to $2.1 billion in 2004. Share of Singapore in UAE's imports 
market was 1.9 percent in 1990 which increased to 3.4 percent in 1995 
and fell to 2 percent in 2000 and again increased to 2.8 percent in 2004. 
Thailand was also an important developing country whose share in 
UAE's imports market was considerable but its share has been declining. 
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Share of Thailand in UAE's import was 2.74 percent in 1990 which 
increased to 4 percent in 1995 but declined to 1.8 percent in 2000 and 
further declined to 1.4 percent in 2004. Saudi Arabia was an important 
source of UAE's imports upto 2000 but its share has been falling. Saudi 
share in UAE's import market was 3.6 percent in 1990 which fell to 2.2 
percent in 1995 and increased to 3.6 percent in 2000 and again it fell to 
1.8 percent in 2004. Turkey and Brazil, are yet another developing 
countries whose share in the UAE's imports market has been increasing. 
Share of Turkey was 0.78 percent in 1990 which increased to 1.7 percent 
in 2004 and share of Brazil was only 0.65 percent in 1990 which also 
increased to 1.1 percent in 2004. Therefore the percentage share of all 
developing countries in UAE's imports market has been increasing 
except some. But the pace of growth of India and China has been very 
fast. Also Korea is trying to expand its market share in UAE. Thus India 
is facing tough competition from China and Korea among the developing 
countries in the U.A.E.'s imports market. 
Therefore from above analysis it can be said that India's exports to 
all G.C.C. countries has been increasing. In some countries this rate has 
been faster and in some countries this rate has been slower. Specially 
after 1990 when reforms were started the pace of exports has increased. 
In all the G.C.C. countries India is facing tough competition from China, 
Korea and Thailand among developing countries. The G.C.C. imports 
markets has been dominated by Industrial countries upto 1990 but after 
1990 the share of industrial countries has been falling. And the share of 
developing countries has been increasing and this share has been grabbed 
by China, India, Korea and Thailand. Thus India has been trying to 
increase its share by various bilateral agreements signed by India and 
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G.C.C. countries. Also recently some anti west sentiment has been arising 
in the G.C.C. countries due western policies. Thus these anti west 
sentiment can be exploited by India to increase its share in the G.C.C. 
markets. The commodity composition of India's exports to G.C.C. 
countries has also been changing. Previously India was the exporter of 
primary product but now a days India is able to export manufacture 
products and services also in increasing volumes. Therefore this changing 
composition of exports will be an added advantage for India to devise 
proper strategy to increase its share in G.C.C. imports market. 
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CHAPTER - 4 
INDIA'S EXPORT OF WORKFORCE 
TO G.C.C. COUNTRIES 
In the previous chapter an attempt was made to throw Hght on 
India's commodity exports to the G.C.C. countries, which revealed that 
India's exports to G.C.C. countries are continuously oti rise since 1990s. 
The economic liberalisation and reform which was started in 1991 further 
created a condusive environment in this direction by removal of various 
hurdles in the exports procedure. In the export and import policies also 
efforts have been made to dismantle various protectionist and regulatory 
policies and accelerate exports. All these policies have left a distinct 
impact on the procedure of Indian exports to the G.C.C. markets. 
The present chapter deals with the study regarding India's labour 
exports to the G.C.C. countries. This study deals in detail about the trend 
and pattern of India's labour exports to G.C.C. countries. The data for this 
study is available from early 1980s. Efforts will be made to study the skill 
composition of labour exports and about India's competitors in the 
G.C.C. labour markets. Indian policies with regard to labour exports and 
problems faced by these workers in the host countries will also be 
examined. The remittances sent by these migrant workers to India 
constitute the most crucial aspect of India's labour exports. This is a 
valuable and stable source of foreign exchange earning for Indian 
economy. The remittance inflow is very important for Indian economy 
and thus warrants a detailed discussion. Further, the macro-economic 
impact of the labour exports and consequent remittance inflow would also 
be thoroughly discussed. 
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4.1- Indian Workforce in G.C.C. Countries: 
Labour is India's most valuable export to the G.C.C. countries. It 
brings huge amount of foreign exchange in the form of remittances every 
year. The prospect of becoming relatively rich fronj working in the 
G.C.C. countries exercises an enormous attraction in India. Migration of 
labour force to other countries are not new in India. The pattern and 
implication varies from time to time. India's contact with the G.C.C. 
countries, in terms of trade in commodities and movement of people is 
very old. Migration of Indian workers has been an age-old phenomenon, 
which continued uninterrupted after independence also. The abolition of 
slavery in the British Empire started the migration of Indian workers as 
an indentured labour for plantations or mines in the colonies to far away 
places such as Guyana, Jamaica, Trinidad and Fiji, to not so distant lands 
such as Mauritius, Malaysia, Singapore and South Africa and even to 
neighbouring countries such as Sri Lanka and Burma. This phase which 
spanned much of the nineteenth century and the early twentieth century 
came to an end soon after the first world war.' In the 1920s and the 1930s, 
the migration of labour which was entirely voluntary and some times on a 
contract basis, took Indian traders, skilled workers and clerical personnel 
to East Afi-ica and the Persian Gulf States. All the same, throughout this 
period, colonial ties remained the basic determinant of the nature and the 
direction of migration. The export of labour from independent India 
provides a sharp contrast not only in terms of the skills but also in the 
destinations of the migrants.^ 
The discovery of oil in the G.C.C. countries turned the region into 
one of the richest in the world. The demand for expatriate labour force 
has been there due to the fact that local labour force was not enough to 
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cater to the required demand. Further the local workforce did not always 
possess the minimum skills required for the proper utilization of revenue 
generated by oil production and exports. In these labour scarce economies 
where increased oil revenues prompted the creation of minimum basic 
infrastructure like roads, telecommunications, housing, education etc., 
there was no alternative but to liberalise and welcome the immigration of 
foreign workforce. Hence the labour abundant economies like India were 
attracted by the job opportunities and the accompanying high wages in 
the G.C.C. countries. Thus started the labour outflow to the G.C.C. 
countries. However till 1973, the labour exports to the G.C.C. countries 
was moderate due to its limited demand, consequently to limited oil 
revenue inflow in these countries. 
The massive labour exports to the G.C.C. economies started since 
the oil boom period of 1973-74 and 1979. The hike in oil prices during 
1973-74 and afterwards led to a massive increase in the revenue inflow of 
the G.C.C. countries. As a result of increasing oil revenues G.C.C. 
countries embarked upon an economic policy aimed at expanding and 
diversifying the sources of national income. This in turn required 
implementation of huge development programmes to create adequate 
infrastructure which included creation of amenities like schools, 
hospitals, houses etc, besides improvement of transport and 
communication. This was further expanded to increase the share of non-
oil sectors in the Gross Domestic Product (G.D.P.). This resulted in 
sudden increase in demand for not only highly qualified technical experts, 
but also semi-skilled and unskilled workforce in different fields. Specially 
unskilled workers for the construction sectors because all the 
developmental work began with the construction and this sector is highly 
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labour intensive. Since the indigenous labour supply could not meet the 
demand for labour this had to be imported from abroad. Consequently 
large number of Indian experts and personnel could find lucrative jobs in 
these countries. Since, India had vast reservoir of all types of workers. So 
there was acceleration in the annual outflow of Indian workers to the 
G.C.C. countries. This outflow has been related with the size of G.C.C. 
developmental expenditure, which in turn has been determined by oil 
revenue inflow. This is why one observes slowing of labour outflow in 
the period of low oil prices and low oil revenues and an increase in labour 
outflow in times of high oil prices and high oil revenue inflow. 
Although Indian labour flow to the G.C.C. countries have attained 
substantial dimensions in the last three decades, lack of appropriate data 
about this movement has always been a hindrance in studying this 
phenomenon. This is not to claim that statistical details about the migrant 
labour flow of the G.C.C. economies are not available. The primary 
source of information on out migration from India is the data published 
by the Protectorate General of Emigrants, Ministry of Labour, 
Government of India. This annual data depicts the number of those who 
require and had actually obtained emigration clearances from the 
Protector General of Emigrants, while migrating abroad to seek 
employment. For several reasons, this data provides only partial 
information as to the magnitude of out migrating population from India. 
Emigration Act, 1983 provides no citizen of India shall emigrate unless 
he obtains emigration clearance from the Protector of Emigrants. 
However, the Act exempts some categories of people for whom the 
Emigration Check is Not Required (ECNR) category.^  This category of 
migrants affects the reliability of the data. Out flow of this category of 
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labour force to the G.C.C. countries is on increase from mid 1980s due to 
change in demand composition in the G.C.C. market in favour of skilled 
labour and bringing in of more and more sections of people under the 
ECNR category. Thus the data grossly under-estimates the real size of 
outflow of India's workforce. However, it is very useful in giving some 
hints to the real size of outflow of Indian workforce. It also gives 
important clues to the trends in out migration of Indian labbur to G.C.C. 
countries. The trend in the annual outflow of migrant labour from India 
for the period 1976-2004 based on available statistics on emigration 
clearance are outlined in Table-4.1. 
It is found that no reliable data is available for the exact number of 
Indian labour who annually migrated from India to G.C.C. countries. 
However, some rough idea can be arrived at by looking at the Annual 
Reports of Labour Ministry. The Labour Ministry data includes only 
those who obtain clearance from Protector General of Emigrants. Thus 
Table-4.1, exhibits only partial data of Indian labour exports to the world 
in which huge number goes to the G.C.C. countries. The fluctuations in 
the labour market in G.C.C. countries have a distinct impact on the labour 
exports from India. The year wise analysis of migration of Indians to the 
other countries reveals that a small size of Indians that is 4,200 in 1976 
out migrated. Which increased quite rapidly through the late 1970s and 
reached a peak level of more than 2,75,000 in 1981 after which it 
declined slowly until 1986. This could be attributed to the gradual closure 
of Iraqi market for foreign workers on account of Iran-Iraq war. Although 
this out flow rose in 1987 and 1988, but again declined suddenly around 
1990 which may be explained by the occurrence of 1990-91 Gulf war. 
After the end of Gulf war when normal situation was restored the demand 
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Table: 4.1 Annual Labour Outflows from India (1976-2004) 
Year 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
No. of Persons 
4,200 
22,900 
69,000 
1,71,000 
2,36,200 
2,76,000 
2,39,549 
2,24,995 
2,05,922 
1,63,035 
1,13,649 
1,25,400 
1,70,100 
1,26,200 
1,43,800 
Year 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
No. of Persons 
2,02,000 
4,16,786 
4,38,338 
4,25,385 
4,15,334 
4,14,214 
4,16,424 
3,55,164 
1,99,552 
2,43,182 
2,78,664 
3,68,000 
4,66,000 
4,75,000 
Source: Data 1976-1984 From Deepak, Nayyar, "Migration ,Remittances, 
and Capital Flow: The Indian Experience", Oxford University Press, 
Delhi, 1994, P.25, Data 1985-2004 From "Annual Report, Ministry of 
Labour ,Govemment Of India", Various Issues 
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for Indian labour force once again increased since 1991. It reached to the 
level of 4,16,000 in 1992 in a very short period of time, from 1,43,800 in 
1990. This growth could be explained on account of post war 
reconstruction in some G.C.C. economies. This high demand persisted till 
1997 but after that labour outflow started declining and it continued up to 
year 1999. Since then Indian labour out flow has continuously been 
growing. 
India being the second most populous country in the world, with a 
huge labour force, a significant part of which was either unemployed or 
underemployed could not remain unaffected by the development process 
started in G.C.C. countries. And it had profound impact on Indian 
manpower exports. India became an important source of supply for 
expatriate workers of various categories that is skilled, semi-skilled and 
unskilled of which there has been demand in the G.C.C. countries. Higher 
wages in these countries was another incentive for Indian workers to offer 
themselves for jobs in these countries. Thus started the outflow of Indian 
workers to G.C.C. countries, which was small in the beginning but grew 
out to be very substantial in the present time. The development process in 
G.C.C. countries began with a rapid pace since the year 1973 when the 
G.C.C. countries observed massive inflow of oil revenues on account of 
severe rise in global oil prices. It picked up momentum quickly and the 
following years saw the intensification of this process."* Table-4.2 gives 
data about the annual labour outflow from India to G.C.C. countries since 
1982 which has been estimated by the data from the Annual Report of 
Ministry of Labour, Government of India. Here one can observe the 
fluctuations in Indian labour exports to G.C.C. countries. Only the year 
1982 and 1983 exhibit an increasing pattern of the outflow. After that 
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Table: 4.2 Annual Labour Outflows from India to G.C.C. 
Countries 
Year 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
No. of Persons 
1,78,556 
1,99,070 
1,80,935 
1,50,002 
1,01,642 
1,17,210 
1,60,540 
1,16,663 
1,37,229 
1,84,382 
4,02,813 
4,18,364 
Year 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
No. of Persons 
4,04,909 
3,84,456 
3,88,052 
3,86,473 
3,00,212 
1,56,584 
1,75,967 
2,32,668 
2,73,958 
3,95,514 
4,23,428 
Source: Estimate Based on Data In Table 4.3 
labour export has continuously been declining. It could be explained on 
the declining inflow of oil revenues to the G.C.C. economies. Thus the 
period during 1983-1990 witnessed a significant reduction in the number 
of Indian workers annually migrating to the G.C.C. countries. It was 
estimated that during 1983-90 the average annual outflow of Indian 
workers to G.C.C. countries stood at 1,45,411. This continued reduction 
in the labour migration to G.C.C. countries creates a question mark, 
whether Indian labour migration to G.C.C. countries would sustain in the 
coming days? This confusion was further aggravated by the event relating 
to the Gulf crisis of 1990 which forced nearly 1,60,000 Indians to return 
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back home from the various G.C.C. countries mainly Kuwait.^  However 
the data reveals that labour migration from India to G.C.C. countries has 
been picking up substantial momentum since the early 1990s. It rose very 
rapidly and reached to 4,02,813 in 1992 from 1,84,382 in 1991. This 
increasing pattern continued up to 1994 after that it declined very 
marginally in 1995 and remained constant upto 1997. During 1992-2000 
on an average nearly 3,35,314 persons per annum have migrated from 
India to G.C.C. countries. Further during 2001-2004 this average remains 
about 3,31,392. These are significantly higher than the quantum of labour 
outflows attained by Indian labourforce even during the Gulf boom of the 
late 1970s and early 1980s. Hence, the Indian labour outflow to G.C.C. 
countries has not only continued but grew substantially. It is also found 
that 1.5 million workers were added to G.C.C. countries from India 
during 1976-87. During 1988-1999, about 3.5 million more workers from 
India were added to G.C.C. labourforce. 
The annual labour exports from India to G.C.C. countries declining 
in the early 1980s reached to 1,16,663 in 1989 from 1,78,556 in 1982. 
After 1989 it started rising considerably. This rising trend continued till 
1994 and thereafter it started declining and reached to a low level of 
1,56,584 in the year 1999. But again it started increasing since 2000 and 
this trend still continues. The annual outflow reached to 4,23,428 in 
2004. Although various kinds of restrictions have been imposed by the 
G.C.C. countries to reduce dependence on the expatriate labour force. 
But annual outflow from India has been increasing continuously since 
2000. Which was marginally slow in mid 1990s. This rising trend can be 
attributed to the factors of liberalization and privatization of G.C.C. 
economies. Private sector is mainly governed by profit motive. They try 
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to reduce their cost of production to earn maximum profit. To employ 
indigenous labour is a costly affair because they demand higher salaries 
and other benefits. They also do not posses needed skills. But Indian 
labourers are ready to work on lower wages as compared to the nationals 
of G.C.C. countries. They are also more efficient and law abiding than 
G.C.C. labour. Therefore, private sector finds cheaper to employ labour 
from India, except for the quota allotted to G.C.C. nationals against rules 
and regulations imposed by G.C.C. countries to give certain percentage of 
employment in the private sector to the local workers. With the Saudi 
Arabia joining of World Trade Organisation (W.T.O) it has to further 
liberalise their labour laws which fulfill the W.T.O. norms. This can also 
increase the labour exports to other G.C.C. countries. As all G.C.C. 
countries are now full-fledged members of World Trade Organisation. 
Share of Indian labour outflow to G.C.C. countries in India's total 
labour outflow is depicted in Table-4.3. This table clearly shows that in 
1982 G.C.C. share in India's total labour exports was around 75 percent. 
Which continuously increased and reached to the level of 95 percent in 
1990. After that it fell marginally in 1991 due to the effect of Gulf war of 
1990. But again the share of G.C.C. countries in India's total labour 
export rises to its peak, which is 96 percent in subsequent year. It 
remained stable around 95 percent in very next year. It remained stable 
around 95 percent upto mid 1990. This huge percentage of labour export 
to G.C.C. countries can be attributed to the liberalisation and 
diversification of G.C.C. economies taking deep roots in the early 1990s. 
After mid 1990s share of G.C.C. countries in India's labour export started 
declining which is due to some restrictions imposed by G.C.C. countries 
on unskilled labour to reduce dependence on expatriate labour. Further 
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Table: 4.3 Percentage of India's Labour outflow to G.C.C. 
Countries in India's Total Labour outflow 
Year 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
Total outflow of 
Labour From India 
2,39,549 
2,24,995 
2,05,922 
1,63,039 
1,13,649 
1,25,400 
1,70,100 
1,26,200 
1,43,800 
2,02,000 
4,16,786 
4,38,338 
4,25,385 
4,15,334 
4,14,214 
4,16,424 
3,55,164 
1,99,552 
2,43,182 
2,78,664 
3,68,000 
4,66,000 
4,75,000 
Labour outflow to 
G.C.C. Countries 
1,78,556 
1,99,070 
1,80,935 
1,50,002 
1,01,642 
1,17,210 
1,60,540 
1,16,663 
1,37,229 
1,84,382 
4,02,813 
4,18,364 
4,04,909 
3,84,456 
3,88,052 
3,86,473 
3,00,212 
1,56,584 
1,75,967 
2,32,668 
2,73,958 
3,95,514 
4,23,428 
Percentage 
labour outflow to 
G.C.C. countries 
74.54 
88.48 
87.87 
92.00 
89.44 
93.47 
94.38 
92.44 
95.43 
91.28 
96.65 
95.44 
95.18 
92.57 
93.68 
92.81 
84.53 
78.47 
72.36 
83.49 
74.45 
84.87 
89.14 
Source: 
Issues. 
Ministry of Labour, Government of India, Annual Report, Various 
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reduction in share is attributed by the Indian software professionals who 
are very much in demand in other than G.C.C. countries also. But still 
G.C.C. share in India's total labour export is very high which was around 
90 percent in the year 2004. 
The data on the distribution of Indian outflow of labour workforce 
to the various G.C.C. countries for the period of 1982-2004 have been 
given in Table-4.4. The percentage distribution of annual labour exports 
from India to G.C.C. countries are depicted in Table-4.5. By looking at 
the data of India's labour exports to individual G.C.C. countries, it is 
observed that they also exhibit a similar pattern of out migration of total 
Indian labour outflow to G.C.C. countries. The labour exports to Bahrain, 
Kuwait, and Oman peaked in 1983, and dropped significantly thereafter. 
This falling trend in Bahrain and Kuwait remained continuous upto 1990 
and reached to a very low level. But in case of Oman this trend continued 
only upto 1989 and in 1990 it attracted very huge labour outflow from 
India which was about 34,000. Again after 1990 the rising trend in labour 
outflow from India to Bahrain, Oman and Kuwait did continue with some 
variation. In recent years (2003-04) these three countries together 
attracted around 1,00,000 Indian labour per annum. The labour exports to 
Qatar was peaked in 1982 declining sharply in subsequent years and 
coming down to 3,704 in 1990. The data of labour exports to Qatar for 
the period 1991-2000 is not available, but the data for recent years shows 
an increasing trend. Which reached to the level of 16,325 in 2004. The 
labour exports to United Arab Emirates (U.A.E.) was 25,559 in 1983, 
which continuously fell up to 1986 and, then started rising since 1987. 
But it fiirther declined sharply in 1990 and reached to the level of 11,962. 
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Table: 4.4 The Distribution of Annual Labour outflow From India 
To G.C.C. Countries (1982-2004) 
Years 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
Bahrain 
17,069 
18,894 
15,514 
11,246 
5,784 
6,578 
8,219 
8,520 
6,782 
8,630 
16,458 
15,622 
13,806 
11,223 
16,647 
17,944 
16,997 
14,905 
15,909 
16,382 
20,807 
24,778 
22,980 
Kuwait 
9,764 
14,490 
5,466 
5,512 
4,235 
7,354 
9,653 
5,679 
1,077 
7,044 
19,782 
26,981 
24,324 
14,339 
14,580 
13,170 
22,462 
19,149 
31,082 
39,751 
4,859 
54,434 
52,064 
O m a n 
39,792 
49,120 
43,228 
37,806 
22,417 
16,362 
18,696 
16,574 
34,267 
22,333 
40,900 
29,056 
25,142 
22,338 
30,113 
29,994 
20,774 
16,101 
15,155 
30,985 
41,209 
36,816 
33,275 
Qatar 
14,357 
7,772 
4,362 
5,214 
4,029 
4,751 
4,654 
7,991 
3,704 
N.A 
9 
) 
» 
) 
9 
» 
» 
) 
9 
13,829 
12,596 
14,251 
16,325 
Saudi 
Arabia 
78,297 
83,235 
88,079 
68,938 
41,854 
57,234 
85,289 
49,710 
79,437 
1,30,929 
2,65,180 
2,69,639 
2,65,875 
2,56,782 
2,14,068 
2,14,420 
1,05,239 
27,160 
58,722 
78,048 
99,453 
1,21,431 
1,23,522 
United 
Arab 
Emirates 
19,277 
25,559 
24,286 
21,286 
23,323 
24,931 
34,029 
28,189 
11,962 
15,446 
60,493 
77,066 
75,762 
79,674 
1,12,644 
1,10,945 
1,34,740 
79,269 
55,099 
53,673 
95,034 
1,43,804 
1,75,262 
Source: Annual Report, Ministry of labour, Government of 
Various Issues. 
Note: N.A = Not Available. 
India, 
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Thereafter labour exports to UAE rose continuously but, again it fell 
drastically in the period 1999 to 2001. And again from 2002 it gained 
momentum and labour exports to UAE reached to 1,75,262 in 2004. 
Whereas out migration to Saudi Arabia registered a growth until 1984, 
dipped in mid 1980s and regained thereafter. This rising trend continued 
till 1995 and thereafter it started declining and reached to a very low level 
of 27,160 in 1999. After that annual outflow of Indian labour to Saudi 
Arabia has been rising and has reached to the level of 1,23,522 in 2004. 
If we look at the Table-4.5. it is found that the labour outflow from 
India to Bahrain in percent of India's total labour outflow to G.C.C. 
countries declined continuously since 1982 and reached to very low level 
of 3 percent in 1995. After wards it rose somehow but still its share in 
India's total labour outflow to G.C.C. countries has been 5.43 percent by 
2004. Whereas Qatar had almost stable share of outflow of around 4 
percent. Share of Kuwait in India's labour export to G.C.C. countries was 
also very low. Its share was around 4-5 percent until 1997, whereas it was 
only 0.78 percent in 1990, the year of Iraqi invasion on Kuwait. But since 
1998 share of Kuwait is rising and it is 12.30 percent in 2004. Hence 
Indian labour outflow to Bahrain, Kuwait and Qatar has been significant 
but very low as compared to the remaining G.C.C. countries. Whereas 
Saudi Arabia, Oman and UAE were the principal destinations of Indian 
migrants. These three countries absorbed around 80 percent of total 
outflow from India during 1980s. It remained around 90 percent during 
1990-98 and again came down to around 80 percent during recent years. 
The share of Saudi Arabia remains very high during 1980s and upto mid 
1990s. It was 66 percent in 1995 after that Saudi share has been falling 
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Table: 4.5 Percentage Distribution of Annual Labour 
outflow from India to G.C.C. Countries (1982-2004) 
Years 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
Bahrain 
9.56 
9.49 
8.57 
7.50 
5.69 
5.61 
5.12 
7.30 
4.94 
4.68 
4.09 
7.73 
3.41 
2.92 
4.29 
4.64 
5.66 
9.52 
9.04 
7.04 
7.59 
6.26 
5.43 
Kuwait 
5.47 
7.28 
3.02 
3.67 
4.17 
6.27 
6.01 
4.87 
0.78 
3.82 
4.91 
6.45 
6.01 
3.76 
3.76 
3.41 
7.48 
12.23 
17.66 
17.08 
1.77 
13.76 
12.30 
Oman 
22.29 
24.67 
23.89 
25.20 
22.05 
13.96 
11.65 
14.21 
24.97 
12.11 
10.15 
6.95 
6.21 
5.81 
7.76 
7.76 
6.92 
10.28 
8.61 
13.32 
15.04 
9.31 
7.86 
Qatar 
8.04 
3.90 
2.41 
3.48 
3.96 
4.05 
2.90 
6.85 
2.70 
N.A 
5.94 
4.60 
3.60 
3.86 
Saudi 
Arabia 
43.85 
41.81 
48.68 
45.96 
41.18 
48.83 
53.13 
42.62 
57.89 
71.01 
65.83 
64.45 
65.66 
66.79 
55.16 
55.48 
35.05 
17.35 
33.37 
33.54 
36.30 
30.70 
29.17 
United 
Arab 
Emirates 
10.80 
12.84 
13.42 
14.19 
22.95 
21.27 
2L20 
24.16 
8.72 
8.39 
15.02 
18.42 
18.71 
20.75 
29.03 
28.71 
44.88 
50.62 
31.31 
23.07 
34.69 
36.36 
41.39 
Total 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
Source: Annual Report, Ministry of Labour, Government of India, 
Various issues. 
Note: N.A = Not Available. 
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continuously and reached 29 percent in 2004. Whereas share of UAE was 
low in 1980s but in 1990s its share was rising continuously and UAE 
became major destination of India's labour outflow. UAE's share of 
India's labour exports to G.C.C. countries has reached to 41percent in 
2004. Oman was also major destination of India's labour outflow in 1980 
but its share declined very sharply in early 1990s. 
The momentum of labour exports to Oman and UAE has been 
propelled by historical factors and economic association that goes back to 
ancient times. So far as the case of Saudi Arabia is concerned, the high 
level of migration to this country was attributable to its very large labour 
absorptive capacity. The wage level was also significantly higher as 
compared to those of other labour importing countries.^ Therefore the 
demand for imported labour in these economies did not slacken as much 
as in other G.C.C. countries. The emphasis on the development of the 
infrastructure and on investment in the industrial sectors continued for 
some time even after the drop in oil prices. 
It is found that the migration trends from India to G.C.C. countries 
have been in ascending order in the early 1990s. This is attributed largely 
to the increased economic and industrial activities in G.C.C. countries. It 
is also true that large scale reconstruction of war-torn areas are likely to 
be the important reason which created manpower requirement in these 
countries in the 1990s. The rising tends however, continued only till 
1994. After that labour outflow from India to G.C.C. countries started 
declining and reached to the lowest level of 1,56,584 in 1999. This could 
be attributed largely to the restrictions imposed by Saudi Arabia and UAE 
on the unskilled workers and to the Saudisation and Emiratisation drive. 
But still these two countries are the major labour importers from India. In 
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the process of minimizing the dependence on expatriate labour, the Saudi 
Government aims to reduce the overall expatriate labour force by 50 
percent by the year 2012^ With about 90 percent of Indian annual labour 
exports flowing to G.C.C. countries it has continuously remained the 
most important region to absorb Indian labour outside Indian economy, 
and the major part was being absorbed by Saudi Arabia and UAE. 
According to the Ministry of External Affairs the total stock of 
Indians including workers and non-workers in West Asia was 12.30 lakhs 
in 1990 prior to the Iraqi invasion of Kuwait. However the estimate of 
Indian migrants was 28 lakh in 1998. Of this the non-workers are about 
10-15 percent. It is estimated that of the total stock of Indian migrants in 
West Asia, 90 percent is placed in G.C.C. countries.* Th6 estimated size 
of the Indian migrant population in the G.C.C. countries for the years 
1975,1979,1983,1987,1991 and 2000 is depicted in Table-4.6. It must be 
noted that these estimates are not based on any registration or census of 
migrant population. Figure for these years are based on estimates of the 
Indian migrant population made by the Indian embassies in each of these 
G.C.C. countries. 
According to the Table-4.6. there were 2,57,795 Indian workers in 
the G.C.C. region in 1975. The total stock of Indian migrant population in 
G.C.C. countries has registered a sharp increase from 2,57,795 in 1975 to 
3,0,70,000 in the year 2000. An examination of the inter-country 
variation in the stock of Indian migrant population clearly indicates that 
Saudi Arabia and UAE have been the major destinations of Indian 
migrant workers during the last three decades. Together they account for 
about 65 percent of the total stock of Indians in the G.C.C. countries. 
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Table: 4.6 Estimate of Indian Migrant Population In the 
G.C.C. Countries. 
Country 
Bahrain 
Kuwait 
Oman 
Qatar 
Saudi 
Arabia 
U.A.E. 
Total 
1975 
17,250 
32,105 
38,500 
27,800 
34,500 
1,07,500 
2,57,795 
1979 
26,000 
65,000 
60,000 
30,000 
1,00,000 
1,52,000 
4,33,000 
1983 
30,000 
1,15,000 
1,00,000 
40,000 
2,70,000 
2,50,000 
8,05,000 
1987 
77,000 
1,00,000 
1,84,000 
50,000 
3,80,000 
2,25,000 
1,016,000 
1991 
i,oo,oOo 
88,000 
2,20,000 
75,000 
6,00,000 
4,00,000 
1,483,000 
2000 
1,30,000 
2,80,000 
3,40,000 
1,20,000 
1,200,000 
1,000,000 
3,070,000 
Source: For 1975, Birsks And Sinclair (1980), "International Migration and 
Development In The Arab Region , International Labour Organisation", 
Geneva, p.l39, for 1979-81, Deepak Nayyar (1994), "Migration, 
Remittance and Capital Flows The Indian Experience", Oxford University 
Press, New Delhi, P.32, for 2000, Sasikumar S.K., "Indian Labour 
Overseas : Trends and Prospects", Labour and Development, Vol.9, No.2, 
December,2003, P.73. 
Throughout the period from 1975-2000, there was a rapid and generally 
continuous increase in the size of the Indian migrant population in all 
G.C.C. countries except Kuwait. Indian migrant population in Kuwait 
registered a rapid growth until 1983, and then it was followed by a 
decline in the stock. The rate of increase in the migrant population, 
however, varied between countries so that there was a change in the 
population distribution overtime. Between 1975 and 2000, the share of 
Saudi Arabia in the Indian migrant population to G.C.C. countries rose 
from 13.38 percent to 39.09 percent, in case of Oman it declined from 
14.93 percent to 11.07 percent and from 6.69 percent to 4.23 percent in 
Bahrain. During 1975-2000 in UAE it dropped from 41.70 percent to 
32.57 percent, in Qatar from 10.78 percent to 3.91 percent and from 
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12.45 percent to 9.12 percent in case of Kuwait. Thus one can observe 
that there is only Saudi Arabia among all G.C.C. countries which 
registered growth in percent terms in stock of Indian migrants and 
whereas in other G.C.C. countries the percentage of stock declined. This 
could be because of the governments of all the G.C.C. countries trying to 
curtail inflow of expatriate labour and local labour being given preference 
in the programme of indegenisation of their labour force. 
Turning to the skill mix of the Indian migrant workers engaged in 
the G.C.C. labour markets, we are again faced with paucity of data to 
make any systematic analysis. The available data is restricted to certain 
rough estimates made by individual researchers on the basis of sample 
surveys and some figures pertaining to certain period published by the 
Government sources. From available estimates, it can however be clearly 
gauged that the majority of those who migrated during late 1970s and 
early 1980s belonged to the unskilled and semiskilled category. One of 
the studies reports that while about two thirds of the migrant workers 
were semiskilled on unskilled, only about 14 percent were employed in 
professional, technical and managerial occupations.^ The available 
evidence on the skill composition of the outmigrants during the mid 
1980s is presented in Table-4.7. Unfortunately, this information is 
available only for the period 1984-1986. It is therefore, not possible to 
examine the profile of skills or the changes in this profile during the 
period of rapid growth or partial recovery in migration from India to 
G.C.C. countries. We can however, piece together a picture of the skill 
composition of migrants and changes in the mid 1980s. It is very clear 
that the outflow of workers engaged in construction activities, skilled and 
unskilled taken together, declined not only in absolute terms but also as a 
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Table: 4.7 Skill Composition of Labour outflow from India 
1984-1986 
Skill 
Category 
1. Unskilled 
Workers 
(a) 
Construction 
Labour 
(b) Farm 
Labour and 
Household 
Workers 
2. Skilled 
Workers 
(a) 
Construction 
Sector 
(b) Other 
Activities and 
Services 
3. White 
Collar 
Workers 
4. High 
Skilled 
Workers 
(a) 
Paramedical 
Staff 
(b) Technical 
and 
Supervisory 
Personnel 
5. Others 
Total 
1984 
Number 
88,575 
85,797 
2,778 
86,014 
45,882 
40,132 
7,477 
6,495 
2,630 
3,865 
17,361 
205,922 
Percentage 
43.0 
41.7 
1.3 
41.8 
22.3 
19.5 
3.6 
3.2 
1.3 
1.9 
8.4 
100.0 
1985 
Number 
55,710 
51,330 
4,380 
86,037 
46,318 
39,719 
5,753 
7,378 
1,205 
6,173 
8,157 
163,035 
Percentage 
34.2 
31.5 
2.7 
52.8 
28.4 
24.4 
3.5 
4.5 
0.7 
3.8 
5.0 
100.0 
1986 
Number 
55,577 
39,314 
6,263 
53,432 
24,485 
28,947 
7,351 
5,958 
1,175 
4,783 
1,331 
113,649 
Percentage 
40.1 
34.6 
5.5 
47.0 
21.5 
25.5 
6.5 
5.2 
1.0 
4.2 
1.2 
100.0 
Source: Deepak, Nayyar, "Migration, Remittances and Capital 
Flows: The Indian Experience", Oxford University Press, New Delhi, 
1994,P.28 
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proportion of the total out migration during this period. This can be 
attributed to the completion of major construction projects taken up 
during the boom period and also the cut in expenditure on construction 
followed by these G.C.C. countries due to dip in oil revenue. Incidentally 
this also has been the period of declining Indian labour exports to the 
G.C.C. countries. 
The 1990s have witnessed a further structural shift in the market 
for expatriate labour in the G.C.C. economies. There is a marked change 
in demand for skills away from construction towards operations and 
maintenance services and transport and communications. In general there 
was a tendency to hire more professionals and skilled manpower as 
opposed to the unskilled and semiskilled categories. Countries like UAE, 
in fact have imposed strict restrictions for the entry of unskilled workers. 
There is no doubt that the skill composition of the labour outflows from 
India has changed its character. More and more people who are migrating 
to G.C.C. countries are those in the skilled and professional categories.'" 
The occupational distribution of emigrants as reflected in a field survey 
conducted among Indian emigrants in UAE also corroborates this trend. 
The survey found nearly one-fifth were employed in professional and 
technical categories, about 6 percent were in administrative, executive 
and managerial categories, 15 percent were clerical and related workers, 
13 percent were sales workers, less than one-tenth were service workers 
and more than one-third were production related workers, transport 
equipment operators and related workers." 
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4.2- Remittance inflow by Indian Workers in G.C.C. 
countries: 
The most widely recognised immediate benefit from the 
international labour migration is the flow of remittances, which provides 
scarce foreign exchange. Remittances have direct bearing on the balance 
of payments accounts as they meet a substantial part of the import bill. In 
the balance of payment statistics of India, remittances are identified as the 
credits on the accounts of private transfer payments. These aggregates 
also include grants that constitute a very small proportion of the total. 
Remittances constitute the large part of it. Any variation in private 
transfer payments can thus be taken as identical to any variations in 
remittances. Therefore migration of labour has a crucial effect on the 
balance of payment of the labour sending country especially in case of 
India. Majority of Indian migrants to G.C.C. countries have very low skill 
and lower income, most of them are from rural background and were 
unemployed before going to G.C.C. countries. The nature of job is 
contractual for a definite time period and expected to return after the 
expiry of contract period. This contract is usually renewable. During the 
period of stay abroad they leave their families behind in India. In order to 
support their family, the emigrants send remittances on a regular basis. 
Also they were well aware about the fact that their employment is of a 
temporary nature and their work permit could be cancelled at any 
moment. Therefore they look at their employment in G.C.C. countries the 
only chance to accumulate money, which they usually bring with them 
when they return back to India. This accumulated money is generally 
invested in a manner to generate further income from it. Therefore with 
the rise in the labour exports to G.C.C. countries, India gained in the form 
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of rising remittances sent by the migrant workers to their families baci<: at 
home or in the form of saving brought back after stay in the G.C.C. 
countries. Thus by this way Indian government also gained in form of 
accumulated foreign exchange reserves. There was general fbar that with 
the rise in the oil prices in 1973-74 India is going to suffer from huge oil 
import bill, which would create further scarcity of scarce foreign 
exchange. But due to the high level of India's labour exports to G.C.C. 
countries and resulting remittances sent by these labour forces, India was 
among a few developing countries in the world on whom the direct effect 
of the rise of oil prices was the least. 
Regarding the remittances sent by the migrant workers, we do not 
have accurate data. Based on the Government of India Ministry of Labour 
data, an attempt is being made to estimate the remittances received in 
India. Though Ministry of Labour gives the total remittances sent by 
Indian workers from foreign countries, no country-wise figures are 
available. So in this study an assumption is being made to estimate the 
remittance received from G.C.C. country. It is assumed that the share of 
remittances from G.C.C. countries is 75 percent in total remittances. This 
assumption is based on the finding of a study of Economic and Social 
Commission for Asia and Pacific in 1987 on International Migration and 
Remittances (ESCAP 1987).'^  This estimate is cautious and conservative 
because data in the previous sections revealed that around 90 percent 
Indian labour outflow was directed to G.C.C. countries. 
According to the assumption 75 percent of remittances came from 
G.C.C. countries. It means the remittances inflow from G.C.C. countries 
not only dominate but highly indicative of India's total remittance inflow. 
Therefore fluctuations in India's remittances inflow take place mainly 
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due to fluctuations in the remittances from G.C.C. countries. Indians 
living in other part, of the world like, USA, Canada, Australia etc. remit 
only tiny part of their savings. Because workers in these industrialized 
countries are permitted to settle down by fulfilling certain norms and 
conditions. Thus the workers who migrate to these industrialized 
countries, mostly try to settle down permanently. Therefore they send 
only tiny part of their saving to their dependents. But in the G.C.C. 
countries the workers are not permitted to settle down permanently and 
very few categories of workers are allowed to bring their family with 
them. Therefore, Indian workers who migrated to G.C.C. countries are 
mainly concerned with saving maximum possible earnings. This savings 
are sent by them on a regular basis or brought with them either to support 
their family or to create some fixed assets. Thus the migrant labour of 
India to G.C.C. countries are the main contributor of Indian remittances. 
There had been substantial increase in the value of remittances to India 
during mid 1970s to the late 1980s and subsequent stagnation till around 
the 1990s. Given the coincidence in period of fluctuations it is more or 
less certain that this trend is closely related to the quantum of labour 
migration from India to G.C.C. countries. It also clearly highlights the 
major role played by remittances of Indian migrant workers in the G.C.C. 
countries in augmenting the foreign exchange resources.'^ The data 
pertaining to private transfers payment for the period 1980-81 to 2003- 04 
is depicted in Table-4.8. It indicates that the position of remittances from 
1980 till the mid 1980s has been better than the later years in the same 
decade, as there was a decline in the number of emigrants to the G.C.C. 
countries in the mid 1980s because of low oil revenues earned by G.C.C. 
countries due to fall in oil prices and this also resulted in the lower 
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Table: 4.8 India's Remittances Receipts (1980-81 to 2003-04) 
Years 
1980-1981 
1981-1982 
1982-1983 
1983-1984 
1984-1985 
1985-1986 
1986-1987 
1987-1988 
1988-1989 
1989-1990 
1990-1991 
1991-1992 
1992-1993 
1993-1994 
1994-1995 
1995-1996 
1996-1997 
1997-1998 
1998-1999 
1999-2000 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
Remittances 
US $ Million 
2,707 
2,333 
2,525 
2,568 
2,509 
2,219 
2,339 
2,724 
2,670 
2,295 
2,069 PR 
3,587 
2,651 
5,265 
6,200 
8,506 PR 
12,367 PR 
11,830 
10,341 
12,290 
12,873 
12,125 
14,807 
18,885 
Rupees Crore 
2,136.7 
2,082.8 
2,431.0 
2,648.3 
2,981.9 
2,715.5 
2,990.6 
3,532.7 
3,865.4 
3,823.9 
3,711.0 PR 
9,418.9 
8,124.0 
16,513.0 
25,416.0 
28,660.2 PR 
43,868.1 PR 
43,764.4 
43,994.0 
53,280.0 
58,756.0 
57,821.0 
71,642.0 
86,764.0 
Source: Ministry of Labour, Annual Report, Government of India, Various 
Issues 
Note: PR= Partially Revised 
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expenditure on economic development there. The remittances show a 
fluctuating position of foreign exchange earnings during 1980s. But since 
1991, the remittances have been rising steadily from $2,069 million in 
1990-1991 to $12,873 million in 2000-2001. This continuous increase 
remained in progress and now India's remittances has reached to the level 
of $18,885 million in 2003-04. This significant growth in the quantum of 
remittances flows in the Indian economy during 1990s is mainly 
attributed to the general liberalisation of foreign exchange regime. Which 
resulted in decline in remittances inflow through unofficial sources. 
It is also a matter of fact that certain quantum of remittances are 
channelised through informal and illegal means like, 'hundi' or 'hawala' 
money. Millions of dollars were transferred un-officially by the 
expatriates in the G.C.C. countries through a network of un-authorised 
and illegal channels. Thereby this transfer is undocumented in the official 
data. These unofficial sources were fairly prominent in the late 1970s and 
1980s. Therefore these unofficial transfers create hinderance in the very 
accurate estimates and create difficulty in the meaningful inferences. The 
liberalisation and reform process started in 1991 has put control on the 
unofficial transfer of money from G.C.C. countries. However 
undocumented flows have almost dried up in the recent years due to the 
introduction of several policy measures aimed at liberalisation of foreign 
exchange regime. Apart from these policies the operation of banking 
services which provide faster transfer of amount also encourages 
migrants to use formal means for sending their earnings. 
The impact of remittances is most significant in the context of 
balance of payments (BOP) situation. The remittances flows during the 
last three decades have financed a large proportion of the balance of trade 
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deficit and thus reduced the current account deficit. In fact, during the 
1980s, when India faced severe balance of payments crisis, the 
remittances were in a position to finance as much as 40 percent of the 
balance of trade deficits. However, in terms of other macro level 
aggregates the contribution of the remittances to the national economy is 
not that significant. For instance, the remittances constitutes only 4.4 
percent of the Gross Domestic Product (GDP) at market price during 
1999-2000, but it must be stressed that this percentage has been 
consistently growing during the last three decades; fi^om 0.2 percent in 
1970-71 to 1.3 percent in 1981-82 to 1.5 percent in 1991-92 and to 4.4 
percent in 1999-2000.''* However, remittances have had a considerable 
impact in the case of regional economies within India. 
4.4- Competition faced by Indian Labour in the G.C.C. 
Market: 
The high economic growth in G.C.C. countries during the oil boom 
of the 1970s and early 1980s resulted in a shortage in the number of 
workers needed to support the growing economy of G.C.C. countries. The 
indigenous labour force is not enough to fulfill the demand of labour in 
these growing economies. As a result, G.C.C. countries witnessed a major 
influx of foreign labour force to fill the demand and supply gap. Upto 
1975 this demand was mainly met from the Arab and other neighbouring 
countries, like Iran, Iraq and Yemen Republic, which traditionally had 
provided the extra unskilled labour power needed in the G.C.C. countries. 
In the aftermath of oil boom period, this supply also became inefficient to 
fiilfill the demand. The major Labour exporting countries in Asia view 
these foreign employment opportunity as a safety valve for wide spread 
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domestic unemployment and underemployment and a partial solution to 
the excessive balance of payment deficit. Therefore the G.C.C. labour 
market has become highly competitive. This competition for jobs in 
G.C.C. countries is intense and many Asian Governments are 
aggressively marketing their workers in these countries. After the demand 
for Asian workers in the G.C.C. countries peaked in 1982-83, the 
competition among these labour-exporting countries ftirther intensified. 
The importance of labour export has now become such a significant 
enterprise in Asia that it has taken on the proportions of a major industry 
in several countries.'^ 
The period after 1979 was characterized by an Eastward expansion 
of the migration phenomenon. Workers from the Phillipines, Thiland and 
Republic of Korea began to enter in labour market of G.C.C. From South 
Asia Bangladesh and Sri Lanka were new entrants. These new entrants 
ftirther increased competition in G.C.C. labour market.'^ The new 
tendency of recruiting Asian labour force instead of other Arabs was 
brought about partly because Asian labour was cheaper and partly 
because some of the former supplier within the region like, Iran, Iraq, 
Yemen Republic began to develop their own economies, which made 
these national labour markets more attractive to their workers than 
migrating to the G.C.C. countries.'^ This competition is increasing day by 
day because of restrictions imposed by the Government of importing 
countries on import of unskilled workers. Also private companies are 
being forced to employ local labour force instead of expatriate's labour 
force fi-om other countries. These things result in reducing the 
employment opportunities in G.C.C. countries. Asian emigrant workers in 
UAE for 1995 is depicted in Table-4.9. This data will help to explain the 
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Table: 4.9 Asian Emigrant Workers in United Arab 
Emirates (U.A.E.) In 1995 
Country 
India 
Pakistan 
Bangladesh 
Sri Lanka 
Philippines 
Iran 
Other Asian Countries 
Total 
Source: Economic anc 
Number of Workers 
585,000 
293,000 
105,000 
87,000 
70,000 
35,000 
11,000 
1,186,000 
Political Weekly, Vol. ] 
Percentage 
42.02 
21.06 
7.55 
6.25 
5.03 
2.52 
0.79 
85.26 
13, No. 27, May 29, 
2004, P. 2229 
competition in the G.C.C. labour market. Because of lack of data on 
Asian migration in all G.C.C. countries, the data for UAE is discussed to 
get a fough trend. 
The country wise data of expatriate workers suggest that Asian 
countries accounted for the largest share of emigrant workers in 1995. 
The total number of workers from the Asian countries was estimated as 
11.86 lakh accounting for 85 percent of the total emigrant workers of 
UAE. The total number of workers from Arab countries was estimated at 
1.75 lakh or about 13 percent. The share of European, American and 
African were quite small. The migrants from the Asian countries are 
mainly from India, Pakistan, Bangladesh, Sri Lanka, Philippines and Iran. 
The total number of Indian emigrant workers is estimated as 5.85 lakh 
accounting for 42 percent of the total emigrant workers in UAE. Emigrant 
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workers of Pakistan came to 2.93 lakh constituting 21 percent of the total 
emigrant workers in UAE. Sri Lanka, Phillipines and Iran are the other 
Asian nations having sizeable number of emigrants in UAE.'^ The trend 
in all other G.C.C. countries are near about same as UAE. Thus we can 
see that from this table Pakistan is a country who has been next to India 
in the labour export to G.C.C. countries.India has largest share due to its 
vast population and composition of skills in its labour force which can 
easily out compete other countries labour in the G.C.C. labour market. 
However, there have been reports of undercutting of wages by the 
competitors among the workers of various countries in the G.C.C. labour 
market. 
The developed countries also provide labour specially for the 
higher skilled jobs. The largest proportions of specialized skilled workers 
came from Europe and America. They generally come with the 
Multinational Companies (MNCs). They were generally technologists 
and managers and they occupied higher posts in the private sectors. 
Currently Indian technical expertise, managerial professionals and also 
software professionals are going to G.C.C. countries at the higher post of 
MNCs where they give stiff competitions to the European and American 
professionals. India has a very huge stock of information technology 
professionals and these professionals are able to compete efficiently with 
their counterpart from Europe and America. Therefore India is exporting 
all kinds of work force of unskilled, semiskilled and high skilled workers 
to G.C.C. countries in the very competitive environment and the Indian 
labour force is able to compete efficiently. The current increasing trend of 
outflow to these countries inspite of several job cut policies by G.C.C. 
Government shows the efficiency of Indian labour force to compete in 
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G.C.C. labour market. Further, increasing number of Indians can 
immigrate to G.C.C. countries for employment if they are given proper 
counselling and reorientation keeping in view the needs of the G.C.C. 
labour market. If their functional capabilities are enhanced then they will 
be able to compete with workers from other labour exporting countries 
more successfully. 
4.5- Indian Government Policy of Labour Export: 
India has a vast reservoir of well trained technical manpower in all 
disciplines, be it Information Technology, Management, Engineering, 
Medical Science, Academics etc. In recent years, a large number of 
Indians have been able to find jobs abroad. The role of the Government is 
to facilitate maximum number of persons to find employment, and to 
ensure protection to vulnerable categories of unskilled and semi-skilled 
workers going abroad, specially G.C.C. countries. Indian government 
provides proper facilities to facilitate Indian labour migration in the 
G.C.C. countries and made policies to channelise the labour migration in 
a smooth manner. In this direction a board has been setup to receive 
grievances and a Central Manpower Export Promotion Council has been 
set up. The Protector General of Emigrants and other senior officers of 
Ministry of Labour hold public hearing to listen grievances of migrant 
work force.'^ Before the starting of public hearing system Indian workers 
used to face the problems of wages and living conditions and the 
problems of returning back to their home by the contractors and principal 
employers. It has also been observed in a large number of cases that 
Indian managers, not the Arab employers are responsible for labour 
exploitation and harassment.^ ^ 
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After realizing the problem of exploitation, harassment and fraud 
Labour Ministry of India made serious efforts to manage, plan and 
channalise manpower exports. Indian government made policies to 
regulate the process of employment, which take place through recruiting 
agents who are registered with the Ministry of Labour to carry on the 
business of manpower exports. Under the policy in October 1996, the 
state labour secretaries under the chairmanship of Labour Minister 
decided to setup a Central Manpower Export Promotion Council, which 
could undertake the task of promotion of employment of Indian 
personnels abroad, providing technical support services, undertaking 
publicity and promotional work for Indian manpower abroad. '^ The 
existing overseas employment policies in India caters mainly to the 
temporary and contract migration. The Emigration Act, 1922, previously 
governed migration of Indian nationals across national boundaries. The 
main purpose of this act was to regulate and control the recruitment and 
emigration of unskilled agricultural workers. The rules of the Act 
stipulated the procedures for export of emigrants and steps to be taken by 
the foreign agents in India for the welfare of such emigrants. The 
migration boom to G.C.C. countries during the mid 1970s exposed the 
limitations of the Emigration Act, 1922 in safeguarding the interests of 
workers emigrating for employment.^ ^ This period witnessed the 
emergence of a large number of illegal recruiting agents who undertook 
exploitative recruitment practices ranging from extortion to fraud, during 
the deployment of workers abroad. As a result the Emigration Act, 1983 
was introduced as an endeavour to eliminate the problems associated with 
emigration of skilled and unskilled workers. 
195 
The Emigration Act, 1983 aims to safeguard the interests of 
Indians migrating abroad for employment purposes through various 
means such as; issuing of emigration clearances, registration of recruiting 
agents. Section 22 of the Act provides that no citizen of India shall 
emigrate unless he/she obtains emigration clearances from the office of 
the Protector of Emigrants, Ministry of Labour, in the form of an 
endorsement on their passports. In providing emigration clearances, the 
Protector of Emigrants is required to examine the terms and conditions of 
employment contract to ensure that the wages and working conditions are 
not exploitative and that adequate provision have been made for travel 
expenses, accommodation and medical care. In order to facilitate free 
movement of manpower, currently 17 categories of persons have been 
exempted from the requirement of obtaining emigration clearances and 
placed under Emigration Check Not Required (ECNR) category. 
The Emigration Act 1983 focuses a great deal on regulating 
overseas employment recruitment systems in India. Section 10 of this Act 
states that no recruiting agent can carry out the business of recruitment 
without a registration certificate issued by the Protector General of 
Emigrants. The certificate is granted after taking into account the 
recruiting agent's financial soundness, trustworthiness, adequacy of 
promises, experience in the field of handling manpower export, etc. and 
after obtaining security ranging from Rs.3 lakh to Rs. 10 lakh in the form 
of Bank Guarantee. The security is intended to secure due performance of 
the terms and conditions of the Registration Certificate and also to meet 
the cost of repatriation of any worker sent by him and being stranded 
abroad.^ '* Further on the occasion of the Pravasi Bhartiya Divas on 09 
January 2003, the then Prime Minister of India announced introduction of 
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a compulsory insurance scheme for the emigrants going abroad for 
employment. This scheme came into force on 25''' December 2003, and 
has been applicable only to citizens of India who are required to obtain an 
emigration clearance.^ ^ An examination of the provisions of the 
emigration Act indicates that the overseas employment policies in India 
have been largely confined to ensure that the terms and conditions of 
employment should fulfill certain specified norms so that agents and 
employers did not exploit workers. There is no clear effort or strategy to 
export the manpower in this Act. The policy has not also been concerned 
with migration of persons with technical or professional qualifications. 
The emigration act has considerably reduced the problems of exploitation 
of migrant workers but these problems have not been totally eliminated. 
4.6- Macro-Economic Impact of Labour Export: 
Labour export from India to G.C.C. countries is considerably high. 
This high labour migration to G.C.C. countries has had profound impact 
on the employment, consumption, saving, investment and balance of 
payment. The labour market impact of this temporary migration depends 
on the magnitude of outflow of workers, the employment status before 
migration, the skill composition of migrants and the size of the return 
flows. Even though the magnitude of temporary migration from India to 
G.C.C. countries is very high, but as a proportion to the total workforce in 
the country it is very negligible. In terms of labour flows, if we consider 
the year in which the largest number of emigration clearances were 
granted (1993), it would constitute only around 0.1 percent of the total 
labour force of India during that year. The stock of the Indian work force 
in G.C.C. countries in the year 2000 constitute less than 1 percent of the 
total workforce in India during 1999-2000.^ ^ Migration of unskilled 
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labour, though directly reduces the rate of unemployment because more 
than 50 percent of unskilled migrants were unemployed prior to 
migration. However, this proportion too would be insignificant in terms 
of the unemployment rates for the country as a whole. The labour market 
effects of migration are reported to be significant in relation to major 
sending regions within the country. Research studies on international 
migration in 1970s and 1980s have shown that migration had acted as a 
safety valve in countering the growing unemployment situation in states 
like Kerala, and Andhra Pradesh.'^ ' The most recent evidence in this 
regard is reported by the Kerala migration study of 1998. The study notes 
that the unemployment rates in the state has declined by about 3 percent 
•no 
point as a consequence of migration. 
The developmental impact of remittances, is not very significant by 
the fact that about 50-70 percent of remittances are spent on current 
consumption and most of the rest is used to purchase land and housing 
and to make housing improvements. Typically less than 10 percent of 
remittances are used for productive investments. But it cannot be said that 
all expenditure for housing and for current consumption is unproductive 
investment. These expenditure can become productive investment 
through their multiplier effects. Investments in land are not necessarily 
unproductive. One must look beyond the initial purchase to determine 
how the seller of the land utilizes the proceeds from the sale. Such 
indirect effects prove to be very significant for developmental purposes.^ ^ 
Indian labour outflow from the vast reservoir of surplus labour is not 
affecting the output of India because the emigrants were unemployed or 
underemployed prior to their departure it would have direct reduction in 
open or disguised unemployment but it is very marginal. 
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The figures for remittances inflows into the Indian economy 
show ofcourse that throughout the late seventies and the eighties these 
inflows were a major prop for the Indian balance of payments. It is well 
known fact that even in the period of structural adjustment ahd reform in 
the nineties the significance of this flow has far exceeded that of the items 
like foreign direct investment. Net private transfers on the invisible 
account of the balance of payments, consisting mainly of remittances for 
Indians working abroad, averaged $ 3,113 million per annum during the 
four financial years 1990-91 to 1993-94 and stood at $3,825 million in 
1993-94. In 1994-95, however such transfers are estimated to have risen 
sharply to $6,200 million. While part of this increase is due to a shift 
from unofficial channel of remittances to official channels. The 
significance of the magnitudes involved comes through when we note 
that as a result of their remarkable rise in 1994-95, private transfer not 
only exceeds the size of India's trade deficit of $3,946 million but were 
also much higher than the flow of direct ($1,314 million) and portfolio 
($3,581 million) foreign investment, which together totalled $4,895 
million.^ " 
Remittances from the G.C.C. countries are the major benefits of 
employment in these countries. Which has the possibilities of saving a 
substantial proportion of annual income, the majority of the migrants 
were successful in this regard, despite the high cost of living in these 
countries. This is so because they could avail free or highly subsidized 
housing, food, transportation and medical facilities in G.C.C. countries.^' 
Low cost of consumer durables are also factors which enable migrants to 
save a substantial proportion of their earnings. The incentive to save is 
great particularly among those in the middle and low level occupations 
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t^ ,\s 
since most of them must have obtained employment at formidable prices, 
incurring debt at home or selling out properly. Whatever the reasons of 
saving it becomes beneficial for the country of migrants. Since India is a 
very vast economy the impact of remittances in comparatively lower at 
the macro level. But for the particular region or the migrant family these 
remittances brings a formidable economic change. 
4.7. Problems of Indian Migrants: 
The Government of India has passed Emigration Act which lays 
down the procedure to be followed for allowing persons to emigrate 
abroad. The Government adopting measures to ensure fair terms and 
conditions of employment or Indian workers abroad and to protect them 
from exploitation both in India and abroad at the hand of unauthorized 
agents. Despite efforts of Government of India to protect exploitation of 
migrant workers, complaints against recruiting agents and employers are 
increasing day by day. The problems faced by the Indian labourers are 
evident from the following type of complaints, which are received by the 
Protector General of Emigrants (PGE). 
• The contract of the workers signed by them in India is unilaterally 
changed to the disadvantage of the workers by the foreign 
employers. 
• Sometimes the workers are put to jobs different from the one for 
which they are recruited in India. 
• Sometimes the workers is not given any employment at all by the 
sponsor. Instead he/she is required to look for a job himself/herself 
and in return he/she is forced to pay a part (30%) of his/her salary 
to the sponsor. 
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• Even the registered recruiting agents charge much higher fees than 
prescribed by Government for the emigrant workers. The fee 
actually charged in many cases is alleged to be as high as 15-20 
times of the prescribed service charges. 
• Many employers do not pay wages in time and terminate the 
employment contract prematurely. 
• In some cases, workers have complained of unsatisfactory living 
and working conditions, harassment, delayed payment of death and 
disability compensations etc.^ ^ 
There are also complaints that passports/visas of the migrants were 
retained by the employers or agents in the host country and forced them 
to work on unfavourable working and living conditions. They had no 
choice but to work on the employer's terms and conditions. There were 
problems related to the process of entry into the host country. Because the 
employer was often not present at the airport to identify and receive the 
recruits at the time of entry. As a result, the employee was sometimes 
detained by the police or other authorities. This was very common among 
illegal and illiterate migrants. Since labour legislation and social security 
institutions are not yet fully developed in G.C.C. countries. The 
employment contract, to some extent, depend on honesty and integrity on 
the part of employers in respect of the terms and conditions of the 
agreements. Moreover, wages and salary are not determined by the force 
of demand and supply. The host countries government can dictate how 
migrants are to be admitted, what qualifications they must have, how long 
they can stay, what wages should be paid, what rights and benefits should 
be provided. Thus labour exporting countries have limited role to do 
anything for the welfare of their workers in the host countries. 
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CHAPTER - 5 
INDIA'S ENERGY IMPORTS 
FROM G.C.C. COUNTRIES 
In the previous chapter an attempt was made to discuss in 
detail about India's labour exports to G.C.C. countries. The chapter dealt 
with at length, about India's total labour force in the G.C.C. countries and 
the remittances sent by these labour forces. Since G.C.C. countries are 
labour scarce, various countries other than India also have been exporting 
workers to G.C.C. countries. Therefore, the competition faced by India in 
the G.C.C. labour market has also been discussed. Further, the 
Government policy about India's labour exports, macro-economic impact 
of labour exports and problems faced by Indian labourers in India before 
and after their departure in G.C.C. countries were also discussed. 
The present chapter deals with the study regarding India's energy 
imports from G.C.C countries. Energy import is very crucial element in 
India and G.C.C. relations. Here discussion will be about the share of 
G.C.C. countries in India's energy imports and trends in India's energy 
imports from G.C.C. countries. Oil and Gas are the main items of G.C.C. 
exports basket. All the G.C.C. economies have been basically dependent 
on oil exports for the development of their economies but due to 
exhaustive nature of this source of income, these countries are 
diversifying their economies to create alternative source of income. But 
still the largest part of their GDP is being contributed by oil exports. 
Energy is of fundamental importance for the development of the 
economies. The need for affordable and clean energy will continue to 
increase, especially in the growing economies. Rise in economic activity 
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and income brought about by economic growth can expand energy 
demand in various ways. In the industrial sector, increased levels of 
production require an increase in the use of energy as an input factor. In 
the household sector, income growth can bring about increased demand 
for energy appliances and shifts towards more energy dependent life 
styles. In addition, income growth in developing countries can often 
promote shifts in fiiel use from traditional energy like ftiel woods, 
charcoal, and animal residue, to commercial energy like oil (kerosene, 
LPG) and natural gas. Thus energy demand in the household sector 
increases with the economic growth. In the transportation sector, energy 
demand grows as income growth brings about an increase in the number 
and the uses of vehicles. Energy demand also grows as increased 
economic activity and growth in transportation infirastructure raise 
transportation demands of passengers and goods.' 
Oil is the cheapest form of energy to move over long distances, 
since reserves of coal and natural gas are neither concentrated in any one 
region, nor technically easy for transportation. The 1992 figure of world 
oil demand was 67.4 million barrel per day (mb/d), which increased to 
76.0 mb/d in 2000 and to 82.2 mb/d in 2004. For every year between 
2005 and 2010, oil demand has been estimated to increase by almost 1.7 
mb/d on an average compared to an average increase of just over 1 mb/d 
per year in the 1990s. Taking various forecasts into account, world oil 
demand will be 93.60 mb/d by the year 2010.^  The demand for oil in 
developing countries during 2004 increased significantly, rising by 1.8 
million b/d or 69 percent above its 2003 level. This increase accounted 
for the vast majority of the increase in world oil demand, namely 69 
percent. Demand in the developing countries totaled 28 million b/d, or 34 
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percent of world demand. China took the lion's share of the increase in 
demand in developing countries. Its demand rose by 0.7 million b/d, 
which represented 39 percent of the total increase in the developing 
countries and about 27 percent of the world increase in oil demand. Next 
came India, with an increase of 0.2 million b/d, which was 8.7 percent 
more than the previous year and about 11 percent of the total increase in 
developing countries.^ 
The G.C.C. countries have gained tremendous importance in 
contemporary international arena. Mainly because of its unique geo-
strategic location and huge oil resources. The importance of the G.C.C. 
countries has increased due to the vast surplus deposits of abundantly 
available oil and natural gas. The G.C.C. countries are the largest 
producer of oil. Thus G.C.C. countries play a leading role in the world 
energy market. G.C.C. countries hold nearly 44 percent of crude oil 
reserves and 24 percent of global natural gas reserves."* The G.C.C. 
countries are highly dependent on revenues from the export of crude oil 
and natural gas, although revenues from gas are still relatively modest. 
Despite efforts at economic diversification to increase non-oil 
contributions to the Grass Domestic Product (GDP), members of G.C.C. 
countries still rely primarily on the oil sector to drive their national 
economies.^ The G.C.C. countries have a conspicuous position on the 
world oil map. This is apparent from the relevant statistics. G.C.C. is 
blessed with 69.29 percent of crude oil reserves of the Middle East, 59.48 
percent of the OPEC and 44 percent of the world.^  Similarly member 
countries of G.C.C. possess 45.43 percent of the Gas reserves of the 
Middle East, 35.54 percent of OPEC and 24.16 percent of the world.^  
Thus G.C.C. region holds the largest oil and natural gas reserves with 
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cheapest cost of production, direct access to global markets, overall well-
developed energy infrastructure, and spare capacity. Indeed, the G.C.C. 
share in global oil production is much lower than its share in world's oil 
reserves.* 
Energy consumption is regarded as a very significant indicator of 
the state of industrial development of an economy. In case of India, 
energy consumption has been growing at an increasing rate. India is a 
growing giant facing the critical challenge of meeting a rapidly increasing 
demand for energy. With over a billion people, a fifth of the world 
population, India is the six largest oil consumers, and imports 70 percent 
of its crude oil. If nothing changes, India will be importing 80 percent by 
2020. By 2010, India is projected to replace South Korea and emerge as 
the fourth largest consumer of energy, after United States, China and 
Japan.^  India accounts for 12.5 percent of total primary energy 
consumption in the Asia Pacific region and 3 percent of world primary 
energy consumption in 2000-01.'° Percapita energy consumption remains 
low at 486 KGOE (Kilogram of Oil Equivalent), compared with a world 
average of 1569 KGOE in 1998." whereas India's per capita oil 
consumption is 106 Kg in 2004. The global average was 576 Kg. Oil is 
India's second important source of energy after coal. It provides a little 
less than 35 percent of total commercial energy used in India. Almost 45 
percent of the total oil consumed by the economy goes for transport.'^ 
The share of natural gas in India's energy mix has increased more 
than three times since the early 1980s. Energy efficiency, multiplicity of 
applications and environment neutrality are the key factors that are likely 
to propel further rise in demand for gas in India. The increase in demand 
could come from both existing uses of natural gas and from newer 
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applications. A rising demand for gas has implications on the supply side. 
An increased thrust on liquefied natural gas imports would signal positive 
development on the supply front. Further government policy to decontrol 
oil and gas sector has enabled the existing oil companies to pursue gas 
and oil exploration and production activities more actively within country 
and outside of the country to make supply matching to demand. India's 
proven reserves of crude oil are 732 million metric tones (mmt). 
Production is around 33 mmt but demand is around 107 mmt. The proven 
natural gas reserves are 763 billion cubic meters (bcm). Production is 86 
million metric standard cubic meter per day (mmscmd), while the 
demand is 115 mms cmd. Based on the present GDP growth rate, India 
will require huge amount of energy to fuel and augment its engine of 
economic growth. The demand for crude oil will be 190 metric tonnes by 
2011-12, which will result in 81 percent imports dependence.*'' 
Because of a higher dependency on the imported oil and gas to 
fulfill the deficit in domestic production and consumption, India has to 
secure its sources of supply. India imports its needed oil and gas mostly 
from G.C.C. countries. Thus when liberalisation and reforms process 
started in India in 1991, energy cooperation emerged as the dominant 
feature of Indio-G.C.C. relations. This energy relationship is itself part of 
the changing pattern of the global energy market. India is on its way to 
become one of the most important customers of the oil producing 
countries of G.C.C. India's dependence on oil and gas from the G.C.C. 
countries has already increased and is expected to rise further. It is not 
merely the oil consumption but the heavy demand for oil based products 
like petrochemicals and fertilizers that provide the basis for a more 
beneficial relationship between India and G.C.C. countries, based on 
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interdependence. Now in the coming sections detailed discussion about 
the country wise energy imports of India from G.C.C. countries will be 
conducted. 
5.1. India's Energy Imports from Bahrain: 
The discovery of oil in Bahrain and its exports changed its 
economy completely. Bahrain was the first among G.C.C. members to 
discover oil and was also the first among G.C.C. countries to establish an 
oil refinery. Bahrain is the only country, which exports only petroleum 
products not crude oil. However, Bahrain has a very small reserve of oil 
and gas and reserves are depleting very fast. Its oil resources are going to 
exhaust very soon. At the end of 2004 Bahrain's proven and established 
reserves of petroleum were estimated to be only 125 million barrels.''* 
And the proven reserves of natural gas totaled 92 billion cubic meters at 
the end of 2004.'^ The overall policy for the oil sector in Bahrain has 
been determined by the Supreme Oil Council. Bahrain's imports have 
been dominated by Saudi Arabia because it imports huge amount of 
crude oil from Saudi Arabia and exports it after refining. A refinery at 
Sitra established in 1936 and therefore the oldest operational refinery in 
the G.C.C. region processes all Bahrain's onshore output and supplies the 
countries domestic requirements of around 10,000 barrels per day (b/d). 
However most of its crude oil supply has been imported from Saudi 
Arabia and the bulk of its output has been exported. 
India's energy imports from Bahrain are very marginal and 
confined to only few petroleum products. Bahrain does not export crude 
oil due to its low reserves. Thus the energy imports from Bahrain as 
compared to total India's energy imports remain negligible. India's 
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import of petroleum products from Bahrain is provided in Table-5.1. 
India's import of petroleum products from Bahrain except liquefied 
Butane is not regular since 1990-91. Imports of Naptha, solvent crude has 
started from 1993-94 and after that it continues and also increasing with a 
little fluctuations. Imports of Naptha, Solvent crude was only $0.8 million 
in 1993-94, which suddenly increased to $19.23 million in, 1994-95 and 
fell to $5.17 million in 1995-96. Again its imports increased to $12.20 
million in 1996-97 and remain almost constant for 1997-98. But in 1998-
99 it increased rapidly to $48.21 million and fell to $42.27 million in 
1999-2000. In 2000-01 imports of Naptha, solvent crude reached to 
$124.55 million and fell to $58.31 million in 2001-02 and remains 
constant at the same level in 2002-03. Then imports of Naptha remains 
fluctuating during 1995-96 to 2002-03. However, imports of Naphtha 
during this period registered a hefty growth of about 203 percent. India's 
imports of liquefied Butane from Bahrain have also been very fluctuating 
during the study period. Imports of Liquefied Butane were $17.64 million 
in 1990-91 which suddenly fell to $2.21 million in 1991-92, to $1.36 
million in 1992-93 and to $0.30 million in 1993-94. After that it started 
rising. It grew to $0.37 million in 1994-95, $3.20 million in 1995-96 and 
fiirther to $17.13 million in 1996-97. Imports of Liquefied Butane fell to 
$6.33 million in 1997-98 and to $0.29 million in 1998-99. Then again it 
started rising and imports have reached to $0.89 million in 1999-2000, to 
$2.50 million in 2000-01 and to $4.53 million in 2001-02. But again 
imports of this item fell to $1.39 million in 2002-03. Thus during this 
period imports of Liquefied Butane registered a negative growth of about 
92.0 percent. Imports of other Liquefied petroleum gases and gaseous 
hydrocarbon from Bahrain are not regular and its imports have also been 
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Table: 5.1 India's Imports of Petroleum Products from 
Bahrain ($ Million) 
Year 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-2001 
2001-2002 
2002-2003 
Naptha 
Solvent 
Crude 
0 
0 
0 
0.80 
19.23 
5.17 
12.20 ^  
11.82 
48.21 
42.27 
124.55 
58.31 
58.26 
Liquefied 
Butane 
17.64 
2.21 
1.36 
0.30 
0.37 
3.20 
17.13 
6.33 
0.29 
0.89 
2.50 
4.53 
1.39 
Other Liquefied 
Petroleum Gases 
and Gaseous 
Hydrocarbon 
0 
0 
0 
0 
0.25 
0.41 
0 
0.56 
0.36 
2.45 
2.40 
0.45 
0 
Total 
17.42 
2.21 
1.36 
1.10 
19.85 
12.97 
29.33 
18.71 
48.86 
45.61 
129.45 
63.29 
59.65 
Source: Monthly Statistics of Foreign Trade of India DGCI & S, 
Government of India, Calcutta, Various issues. 
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very fluctuating. Imports of this item started from 1994-95 and in this 
year imports was $0.25 million which increased to $0.41 million in 1995-
96 and to $0.56 million in 1997-98 and fell to $0.36 million in 1998-99. 
This again increased to $2.45 million in 1999-2000 and remained almost 
constant in 2000-01. Afler that its imports fell drastically to $0.45 million 
in 2001-02. India's total imports of petroleum products from Bahrain was 
$17.64 million in 1990-91 which fell suddenly to $2.21 million in 1991-
92, $1.36 million in 1992-93, to $1.10 million in 1993-94, rose to $19.85 
million in 1994-95, again fell to $12.97 million in 1995-96. Its imports 
grew to $29.33 million in 1996-97, fell to $18.71 million in 1997-98, 
again rose to $48.86 million in 1998-99 and fell marginally to $45.61 
million in 1999-2000. After that imports of petroleum products from 
Bahrain registered a hefty growth and have reached to $129.45 million in 
2000-01. But it fell drastically to $63.29 million in very next year and 
further fell to $59.65 million in 2002-03. However, India's imports of 
petroleum products from Bahrain registered a growth of about 238 
percent during this period. 
India's imports from Bahrain as percentage of India's total imports 
and imports of petroleum products from Bahrain as percentage of India's 
total imports from Bahrain is given in Table-5.2. In this table the data 
about India's total imports from Bahrain has been taken from direction of 
trade yearbooks. But here other data are provided according to Indian 
financial years. Therefore data for 1990-91 means the data of three 
quarter of 1990 and one quarter of 1991 in the Direction of Trade 
Yearbook, so to make the analysis easy and reasonable data for Indian 
financial year is substituted by the annual data of IMF. Although this may 
not provide the exact position but the rough tred can be captured for the 
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Table: 5.2 Trends in India's Imports from Bahrain 
(US $ Million) 
Year 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-2001 
2001-2002 
2002-2003 
India's 
Imports of 
Petroleum 
Products 
from 
Bahrain 
17.14 
2.21 
1.36 
1.10 
19.85 
12.97 
29.33 
18.71 
48.86 
45.61 
129.45 
63.29 
59.65 
India's 
Total 
Imports 
from 
Bahrain 
200 
49 
371 
520 
632 
794 
931 
679 
504 
399 
246 
270 
293 
India's 
Total 
Imports 
23990 
19509 
23227 
21482 
25981 
34456 
36052 
40896 
42162 
47900 
50336 
57770 
64960 
Energy Imports 
from Bahrain as 
Percentage of 
India's Total 
Imports from 
Bahrain 
8.82 
4.51 
0.37 
0.21 
3.14 
1.63 
3.15 
2.76 
9.69 
11.43 
52.62 
23.44 
20.36 
India's Imports 
from Bahrain as 
Percentage of 
India's Total 
Imports 
0.81 
0.25 
1.60 
2.42 
2.43 
2.30 
2.58 
1.66 
1.20 
0.83 
0.47 
0.45 
0.12 
Source: 1- Monthly Statistics of Foreign Trade of India DGCI & S, 
Government of India, Calcutta, Various Issues. 
2- Direction of Trade Statistics (DOTS) Yearbook, 1997 and 
2003. 
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ease of analysis. The same kind of manipulations will be used in the 
coming sections also to make the data of Direction of Trade comparable 
to the data available in Indian financial years. India's total imports from 
Bahrain was $200 million in 1990-91 which fell to $49 million in 1991-
92 and grew to $371 million in 1992-93 and this increasing trends remain 
continued up to 1996-97 and in this year India's imports from Bahrain 
was $931 million but after that started falling and India's imports from 
Bahrain remained only $246 million in 2000-01. Its falling trends 
remained continuing after 2000-2001 also, but this falling trend can be 
attributed to the non-inclusion of petroleum oil and petroleum products in 
the total imports. Therefore India's import from Bahrain was only $293 
million in 2002-03. India's imports from Bahrain as percentage of India's 
total imports was only 0.83 percent in 1990-91 which fell to 0.25 percent 
in 1991-92 and grew to 1.6 percent in 1992-93, to 2.42 percent in 1993-
94 and remained almost constant for the next year. But fell marginally to 
2.3 percent in 1995-96 and grew to 2.58 percent in 1996-97. After that the 
share of Bahrain in India's total imports has been falling continuously. It 
was 1.66 percent in 1997-98, 1.20 percent in 1998-99, and 0.83 percent in 
1999-2000. This falling trend remains continued and share of Bahrain in 
India's total imports has reached to its lowest level of 0.12 percent in 
2002-03. 
Share of petroleum products imports from Bahrain as percentage of 
India's total imports from Bahrain was 8.82 percent in 1990-91, which 
fell to 4,51 percent in 1991-92 and has reached to its lowest level of 0.21 
percent in 1993-94. After that its share increased to 3.14 percent in 1994-
95 but again fell to 1.63 percent in 1995-96 and grew to 3.15 percent in 
1996-97 and fell to 2.76 percent in 1997-98. After that the share of 
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petroleum products grew to 9.69 percent in 1998-99, 11.43 percent in 
1999-2000, and to 52.62 percent in 2000-01. But fell to 23.44 percent in 
2001-02 and to 20.36 percent in 2002-03. Therefore India's imports from 
Bahrain are not dominated by petroleum products. Hence Bahrain is not a 
very important destination for the imports of petroleum oil and its 
products due to limited Bahraini reserves and exporting capacity. 
5.2. India's Energy Imports from Kuwait: 
Kuwait is a relatively small, arid country with a severe climate. 
Fresh water is scare and agriculture limited. However, the discovery of 
extremely rich deposits of petroleum transformed the economy of Kuwait 
and gave the country a high level of material prosperity. According to the 
IMF, real Gross Domestic Product (GDP) of Kuwait increased by 8.5 
percent in 2004, the highest rate of expansion since the 1990-91 Gulf war. 
An International Monetary Fund (IMF) assessment of the Kuwait's 
economy released in May 2005 identified a strong macro-economic 
performance in both 2003 and 2004, mainly reflecting sharply higher 
petroleum prices since 2002 and production. Kuwait has been a founding 
member of both organization of Petroleum Exporting countries (OPEC) 
and organization of Arab Petroleum Exporting countries (OAPEC) 
Kuwait was the first country within G.C.C. to restrict petroleum 
production for reasons of conservation.'^ At the end of 2004 Kuwaiti's 
proven and recoverable reserves of petroleum were 99 billion barrels, 
representing about 8.96 percent world reserves.'^ And proven reserves of 
gas were 1557 billion cubic meter at the end of 2004, which represent 
about 0.91 percent of world total gas reserves.'^ Therefore the reserve of 
oil in Kuwait has very substantial impact in the world oil market but gas 
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in Kuwait do not have such a impressive impact on the very rapidly 
growing gas maricet due to its limited reserves. Kuwait foreign trade is 
dominated by exports of crude petroleum and petroleum products, which 
generally accounts for over 90 percent of the value of exports earning 
each year. The exports revenue exhibited decreasing trends in mid 1990s 
due to low petroleum prices. But since 2000 exports earning of Kuwait 
has started rising once again due to the rising trends of petroleum prices. 
Kuwait is an important country from the Indian point of view for 
petroleum imports. Kuwait has a substantial share in India's petroleum 
imports. Trends about India's oil imports from Kuwait are provided in 
Table-5.3. The petroleum oil imports from Kuwait was $73.74 million in 
1990-91 which grew very fast in the coming two years to $215.03 million 
in 1991-92 and $506.43 million in 1992-93, but fell marginally to 
$481.61 million in 1993-94 and again started increasing and imports of 
petroleum oil from Kuwait has reached to $760.95 million in 1996-97. 
After that imports fell to $649.62 million in 1997-98 and to $414.99 
million in 1998-99 and then grew to its highest level of $1028.65 million 
in 1999-2000. Therefore during the period of 1990-91 to 1999-2000 
India's imports of petroleum oil grew by about 1295 percent. This high 
growth percentage is due to very low petroleum oil exports by Kuwait in 
1990-91 due to Iraqi invasion. Therefore, for the period of 1991-92 to 
1999-2000, imports of petroleum oil has increased by about 378 percent, 
while for the same period India's total petroleum oil imports grew by 
about 193 percent. Thus growth in the petroleum oil imports from Kuwait 
is faster than the growth in the India's total petroleum oil imports. 
Share of Kuwait in India's petroleum oil imports was 2.18 percent 
in 1990-91, which increased to 6.45 percent in 1991-92, to 12.41 percent 
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Table: 5.3 Kuwaiti Share in India's Oil Imports ($ Million) 
Year 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
Oil 
Imports 
from 
Kuwait 
73.74 
215.03 
506.43 
481.61 
528.31 
646.10 
760.95 
649.62 
414.99 
1028.65 
India's Total 
Oil Imports 
3381.62 
3334.25 
4080.36 
3571.01 
3288.18 
3558.73 
5236.64 
4358.09 
3620.42 
9774.05 
India's 
Total 
Imports 
from 
Kuwait 
421.37 
415.89 
965.42 
1114.33 
1480.16 
1967.16 
2404.93 
2302.27 
1500.73 
1914.50 
Kuwaiti 
Share in 
Indian 
petroleum 
imports 
2.18 
6.45 
12.41 
13.49 
16.07 
18.16 
14.53 
14.91 
11.46 
10.86 
India's oil 
Imports from 
Kuwait as 
Percentage of 
India's Total 
Imports from 
Kuwait 
17.52 
51.70 
52.46 
43.32 
35.69 
32.84 
31.64 
28.22 
27.65 
53.73 
Source: 1-Monthly Statistics of Foreign Trade of India DGCI & S, 
Government of India, Calcutta, Various Issues. 
2- Foreign Trade and Balance of Payments, Centre for Monitoring Indian 
Economy (CMIE), Mumbai. 
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in 1992-93, 13.49 percent in 1993-94, 16.07 percent in 1994-95 and to 
18.16 percent in 1995-96. After that the share of Kuwait in India's 
petroleum imports has been falling continuously. It fell to 14.53 percent 
in 1996-97 and remained almost constant for 1997-98, fell to 11.46 
percent in 1998-99 and it further fell to 10.86 percent in 1999-2000. Also 
India's total imports fi"om Kuwait have been growing with a little 
fluctuation. India's imports from Kuwait were $421.37 million in 1990-
91 which increased to $1.91 billion in 1999-2000. Thus during this period 
India's imports from Kuwait grew by 329 percent. Which is marginally 
lower than the growth in the oil imports from Kuwait during 1991-92. 
The share of petroleum oil in India's imports from Kuwait was 
only 17.52 percent in 1990-91, which increased to 51.70 percent in 1991-
92 and to 52.46 percent in 1992-93. After that the share of petroleum oil 
in total India's imports from Kuwait has been falling continuously. The 
share of petroleum oil was 43.32 percent in 1993-94, which fell to 35.69 
percent in 1994-95 to 32.84 percent in 1995-96 and remained almost 
same for 1996-97. It ftirther fell to 28.22 percent in 1997-98 and to 27.65 
percent in 1998-99. After that it grew very fast and has reached to the 
level of 53.73 percent in 1999-2000. Therefore petroleum oil constitutes a 
substantial part of India's imports from Kuwait making around half of the 
India's total imports from Kuwait. India also imports other petroleum 
products from Kuwait like Naptha, liquefied butane and liquefied 
propane. 
The data about the imports of petroleum products is given in Table-
5.4. Imports of petroleum products from Kuwait are not regular and also 
imports of these products have started since 1994-95. Imports of Naptha 
solvent crude from Kuwait was $1.11 million in 1994-95 which increased 
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Table: 5.4 India's Imports of Petroleum Products from 
Kuwait ($ Million) 
Year 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-2001 
2001-2002 
2002-2003 
Source: M 
Naptha 
Solvent 
Crude 
0 
0 
0 
0 
1.11 
3.98 
11.22 
44.74 
0 
71.13 
25.05 
0 
73.42 
onthly St£ 
Liquefied 
Butane 
0 
0 
0 
0 
0 
0 
1.04 
22.20 
22.15 
32.30 
22.96 
27.37 
0 
itistics of F 
Liquefied 
Propane 
0 
0 
0 
0 
0 
0 
0 
4.56 
5.97 
5.29 
0 
0 
0 
oreign Trac 
Other Liquefied 
Petroleum Gases 
and Gaseous 
Hydrocarbon 
0 
0 
0 
0 
0 
0 
0 
0 
0 
2.08 
0 
0 
0 
le of India DGCI 
Total 
0 
0 
0 
0 
1.11 
3.98 
12.26 
71.50 
28.12 
108.72 
48.01 
27.37 
73.42 
&S, 
Government of India, Calcutta, Various Issues. 
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to $3.98 million in 1995-96, to $11.22 million in 1996-97 and to $44.74 
million in 1997-98. Further imports grew to $71.13 million in 1999-2000 
and fell to $25.05 million in 2000-01 but again it grew to $73.42 million. 
Imports of liquefied butane from Kuwait have started from 1996-97. In 
1996-97 imports of liquefied butane was $1.04 million, which grew to 
$22.20 million in 1997-98 and remained almost constant for 1998-99. It 
grew to $32.30 million in 1999-2000, fell to $22.96 million in 2000-01 
and again it grew to $27.37 million in 2001-02. Imports of liquefied 
propane were $4.56 million in 1997-98 which grew to $5.97 million in 
1998-99 and fell to $5.29 million in 1999-2000. Therefore the total 
imports of petroleum products from Kuwait was only $1.11 million in 
1994-95 which increased to its peak level of $108.72 million in 1999-
2000 and then fell to $73.42 million in 2002-03. Thus India's imports of 
petroleum oil from Kuwait are very substantial but the imports of 
petroleum products have not been very significant and regular. Imports of 
gas from Kuwait are also negligible. India's new liberal economic 
policies have opened the India's energy market to competition. Refining 
is open to private investors and licenses have been granted for new 
refineries. Thus by investing in Indian refineries G.C.C. oil companies 
will become long term suppliers of crude oil for refineries all over India. 
The KPC venture at Dastari in Orissa on the east coast will be designed to 
take at least 50 percent of its crude oil intake from Kuwait. 
222 
5.3. India's Energy Imports from Oman: 
Oil was discovered in Oman in 1962 and petroleum was first 
produced commercially in 1967. Although significant progress towards 
diversification has been made in recent years. But still Omani economy 
has been dominated by the petroleum industry, with oil and gas 
accounting for 70 percent of government revenues and around 40 percent 
of GDP in 2004.'^ Oman is neither a member of Organization of the 
Petroleum Exporting Countries (OPEC) nor of Organization of Arab 
Petroleum Exporting Countries (OAPEC). Therefore Oman is not subject 
to OPEC controls on petroleum production and pricing, although it 
generally respects OPEC's policies. However, Oman benefited in 1980 
from its freedom to raise production levels. Also owing to Oman's 
position on the Southern shore of the Gulf, Oman was less vulnerable to 
the disruption of petroleum traffic caused by the 1980-88 war between 
Iraq and Iran. However many times when oil prices collapsed, Oman 
cooperated with OPEC by reducing its own production level.^ " Oman's 
proven petroleum reserves totaled 5,800 million barrels at the end of 
2004.^' It is about 0.53 percent of world total reserves. Production is 
managed by Petroleum Development Oman (PDO), in which the 
Government holds a 60 percent share, while Royal Dutch/Shell has 34 
percent. In 2004, PDO was responsible for over 90 percent of Oman's 
hydrocarbon output, the remainder being produced by a number of 
foreign concerns. The government of Oman established the wholly state 
owned Oman Oil Company (OOC) in the late eighties with the intention 
of entering into foreign joint ventures and oil trading operations. 
Oman's Gas reserves are estimated to be 849 billion cubic meters 
at the end of 2004. It is around 0.50 percent of world total Gas reserves.^ '* 
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The government of Oman has set up a company, Oman LNG to handle 
the down stream operations of its gas export project, namely the 
rye 
liquefaction, transportation and sales of LNG. Oman's trade patterns has 
continued to reflect the dominance of petroleum in the economy 
although, since the early 1990s the government's efforts at diversifying 
the economy have demonstrated a visible degree of success. 
The emergence of Oman as an oil exporter in the seventies and 
consequent inflow of oil revenues increased the economic cooperation 
between India and Oman. Oman had been in search of secure markets for 
its hydrocarbon resources or products based on hydrocarbon resources. At 
the same time India needs stable and uninterrupted supplies of these 
resources. In March 1997 Oman became one of the founder members of 
the Indian Ocean Rim Association for Regional cooperation (lOR-ARC), 
which seeks to promote cooperation in trade, investment and economic 
development between countries of the region. Indo-Omani bilateral 
cooperation received a big boost with the first state visit to India of his 
majesty Sultan Qaboos of Oman between 1-5 April 1997. During his visit 
a number of agreements for bilateral cooperation were signed to promote 
trade between India and Oman. 
India's Imports from Oman is provided in Table-5.5. This table 
shows that India's imports from Oman are very small and decreasing 
after 1999. This decreasing pattern can be explained by the non-inclusion 
of petroleum and its products in the total imports. Import fi-om Oman was 
$40 million in 1990, which grew to $43 million in 1991 and fell to $18 
million in 1992 and again grew to $20 million and $23 million in 1993 
and 1994 respectively. After that imports fell to $15 million in 1995 
remained constant for 1996 and grew to $27 million in 1997, but fell to 
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Table: 5.5 India's Imports from Oman (US $ Million) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
India's Import 
from Oman 
40 
43 
18 
20 
23 
15 
15 
27 
25 
52 
20 
22 
23 
42 
55 
India's Total 
Imports 
23,990 
19,509 
23,227 
21,482 
25,981 
34,456 
36,052 
40,896 
42,162 
47,900 
50,336 
57,770 
64,960 
69,826 
1,02,318 
India's Imports from 
Oman as percentage of 
India's Total Imports 
0.17 
0.22 
0.08 
0.09 
0.09 
0.04 
0.04 
0.07 
0.06 
0.11 
0.04 
0.04 
0.04 
0.06 
0.05 
Source: Direction of Trade Statistics (DOTS), Yearbook 1997 and 
2003, DOTS Quarterly, December 2004 and June 2005 
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$25 million in 1998. Again import grew to $52 million in 1999. After that 
due to non-inclusion of petroleum oil and its products. The data becomes 
vague. However Indian imports grew to $55 million in 2004. This growth 
is due to non-petroleum products. Share of Oman in India's imports 
remain very small throughout the period. Its share was only 0.17 percent 
in 1990, which grew to its highest level of 0.22 percent in 1991 and then 
fell to 0.08 percent in 1992 and remained almost constant up to 1994. 
After that it fell further to 0.04 percent in 1995 and remains almost same 
up to 2004 except for the year 1999 in which share was 0.11 percent. 
Oman has not been important to India for its petroleum imports 
despite the fact that major portion of Indian petroleum imports originate 
fi"om G.C.C. countries. India imported petroleum oil from Oman in 1990-
91 of about $25.49 million and $24.66 million in 1991-92. After that 
again India imported petroleum oil of about $47.04 million in 1999-
2000.^ ^ Thus import of petroleum oil and its products fi-om Oman is 
negligible. India's new liberal economic policies have triggered an 
industrial boom, which is pumping up demand for the petroleum 
products. The government is ending the state monopoly on the import and 
refining of oil and exposing India's energy market to competition. 
Refinery is open to private investors and licenses have been granted for 
new refineries. Oil companies fi^om the G.C.C. countries, which are 
determined to secure a long-term stake in this rapidly expanding market, 
are trying to capture for fiiture oil supply. Oman oil Company (OOC), set 
up to promote energy investment overseas, was the first G.C.C. oil 
venture to recognize the potential in India.^ ^ OOC has completed detailed 
project reports for two, 6 million tonnes per year joint venture refineries, 
one with Bharat Petroleum Corporation (BPC) and a second with 
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Hindustan Petroleum Corporation (HPC) in the central and western 
region of India respectively.^ ^ India and Oman are exploring wider areas 
of cooperation in the field of petro-based downstream projects. During 
1995-96 India imported 0.03 million tones of its gas oil requirements 
from Oman. This constituted only 0.25 percent of total Indian gas oil 
imports during 1995-96.^ ° The liquefied Natural Gas (LNG) imports 
potential is enormous in India. The 216 million cubic meters per day gap 
between domestic demand and supply that is projected by 2009-10 should 
create India as huge market for LNG. For this reason Oman is also trying 
to take benefit of this market and make sure for its gas supply to India. 
The Ratnagiri Gas and Power Private Limited (RGPPL), the erstwhile 
Dabhol Power Company (DPC)'s annual requirement of 2.1 million tones 
of LNG for phase-I and phase-II, around 1.6 million tonne per annum 
(mtpa) was contracted from Oman LNG, but due to some reason it did not 
materialize.^' But now Oman LNG has given a positive response for 
supply of gas, though it was not ready to go in for a long term contract 
but would sell LNG at the spot price. Therefore inspite of comparatively 
low oil and gas reserves Oman can be an important country to fulfill the 
rapidly growing demand of India. And due to liberalization in energy 
sector Indian oil companies can explore the possibilities to invest in the 
Oman's downstream activities. 
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5.4. India's Energy Imports from Qatar: 
Qatar is a largely barren peninsula with stony and sandy soil, 
which is generally unsuitable for arable farming. Qatar is one of the 
prosperous countries in the world. This is due to discovery of significant 
levels of oil and gas reserves, exploitation of oil and gas deposits and its 
exports. Petroleum was first discovered in Qatar in 1939. Qatar had a 
reputation for caution in its economic policy in the late 1980s but moves 
towards economic restructuring were made, and reforms took place, in 
anticipation of a sharp reduction in Qatar's output of crude petroleum 
after 2010. As a result, in 1987 the government of Qatar introduced a 
programme of industrialization.^^ Qatar's proven oil reserves were 16.88 
billion barrels at the end of 2004. It was around 1.53 percent of total 
world proven oil reserves. Average oil production during 2004 was 
790,000 barrel per day. At this level of production Qatar's oil reserves are 
estimated to last for 42 years.^ '* 
In addition to the oil, Qatar has a very huge reserve of gas deposits. 
Qatar's proven reserves of natural gas at the end of 2004 were 25,768 
billion cubic meter equivalent to some 15.02 percent of the world's total 
reserves. Qatar has the largest reserves of gas among G.C.C. countries.^ ^ 
Qatar's offshore north field is the world's largest single deposit of non-
associated gas. The demand for the gas is increasing day by day due to its 
multiplicity of uses, and environment friendliness. Thus Qatar's 
government has started its long-term policy to reach an annual production 
capacity of 45 million tones of LNG by 2010.^ ^ 
India imports most of its petroleum requirements from G.C.C. 
countries especially from Saudi Arabia and United Arab Emirates (UAE), 
but Qatar was not a major source of Indian imports for petroleum. India 
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imported its petroleum oil from Qatar of about $51.44 million in 1992-93 
which declined to $40 million in 1993-94. After that in 1997-98 India 
imported $6.71 million of petroleum oil from Qatar. Again in 1999-2000 
India imported $116.78 million of petroleum oil from Qatar, but this time 
import of petroleum oil was substantial. Share of petroleum oil imports 
from Qatar in total petroleum oil imports was only 1.26 percent in 1992-
93 which fell to 1.12 percent in 1993-94 and further fell to 0.15 percent in 
1997-98 but grew to 1.23 percent in 1999-2000." Therefore petroleum oil 
import from Qatar is not very substantial and regular. The data about 
India's total imports from Qatar is provided in Table-5.6. From this table 
it can be observed that India's imports from Qatar was $24 million in 
1990, which grew to $36 million in 1991, $102 million in 1992 and $118 
million in 1993, but fell to $106 million in 1994 and to $98 million in 
1995. After that imports increased to $147 million in 1996 and again fell 
to the level of $78 million in 1998 but grew to $175 million in very next 
year and fell to $112 million in 2000. Import from Qatar grew to $156 
million in 2001, fell to $128 million in 2002 and then grew to $169 
million in 2003, after that in 2004 it grew very substantially and imports 
from Qatar has reached to $1005 million. This sudden growth can be 
attributed by the beginning of gas imports from Qatar in 2004. Thus 
during the period of 1990-2004 India's imports from Qatar increased by 
hefty 4087 percent. This was only due to the import of gas in 2004. While 
India's total imports grew by 326 percent. India's imports from Qatar as 
percent of total India's import was only 0.10 percent in 1990 which grew 
to 0.28 percent in 1995 and fell to 0.22 percent in 2000 but again it grew 
to its highest level of 0.98 percent in 2004. Thus share of Qatar in India's 
total imports has also been increasing. 
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Table: 5.6 India's Imports from Qatar (US $ Million) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
India's Import 
from Qatar 
24 
36 
102 
118 
106 
98 
147 
111 
78 
175 
112 
156 
128 
169 
1005 
India's Total 
Imports 
23,990 
19,509 
23,227 
21,482 
25,981 
34,456 
36,052 
40,896 
42,162 
47,900 
50,336 
57,770 
64,960 
69,826 
1,02,318 
Indian Imports from 
Qatar as Percentage 
India's Total Import 
0.10 
0.18 
0.44 
0.55 
0.41 
0.28 
0.41 
0.27 
0.19 
0.37 
0.22 
0.27 
0.20 
0.24 
0.98 
Source: 1- Direction of Trade Statistics (DOTS), Yearbook 1997 and 
2003. 
2- Annual Abstract, State of Qatar, The Planning Council. 
With the rapid growth in the Indian economy the demand for 
energy has been rising very fast. The prices of petroleum oil has also been 
increasing and this rising prices creating problem for India with the 
growing deficit in the balance of payment due to high oil import bill. 
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Therefore gas has become alternate source of energy. Further multiplicity 
of uses, environment friendliness and its low cost of energy, demand for 
gas has been increasing rapidly. With the deals to import about 14 million 
tones of liquefied Natural Gas (LNG) firmed up in 1999, India is 
becoming a major market for gas exporters. Qatar has emerged as the 
major source of LNG supply since petronet LNG firmed up a 25 years 
deal with Ras Laffan Liquefied Natural Gas Company (Ras Gas) for 
deliveries of 7.5 million tones a year under sales and purchase agreement. 
Five million tones will land at Dahej on the Gujarat coast, with the 
balance of 2.5 million tones destined for the Kochi terminal in Kerala. 
Therefore at present Qatar has contracted for five million tones of LNG to 
petronet LNG along with a promise for another 2.5 million tones from 
2007 for a regasification terminals being set up in Kochi, Kerala.^ ^ Thus 
India has started importing LNG from Qatar since 2004 and plans to 
import 5 million tones in 2006, which could increase to 20 million tones 
by 2015. This vision would make Qatar India's most valued gas 
supplier.''" To provide security in oil and gas supply to India, ONGC 
Videsh Limited (OVL) has participated in 15 oil and gas projects, which 
are located in twelve countries, Qatar is one of them.'*' Therefore Qatar's 
huge reserves of natural gas and India's growing demand for natural gas 
provide a very substantial market to Qatar for its gas and also for India a 
potential supplier for its growing demand for gas. Hence Qatar was not a 
major source of Indian imports for petroleum, but its huge gas reserves 
has made it possible to become an important energy supplier to India. 
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5.5. India's Energy Imports from Saudi Arabia: 
The economy of Saudi Arabia is dominated by petroleum sector. 
Saudi Arabia is largest producer of petroleum oil not only among G.C.C. 
countries but also within the Organization of Petroleum Exporting 
Countries (OPEC). Saudi Arabia is an active member of both the 
organization, OPEC and Organization of Arab Petroleum Exporting 
Countries (OAPEC). The enormous oil reserves and very huge oil 
production capacity in Saudi Arabia gives it a very significant place in the 
global oil market.'*^ Saudi Arabia has been receiving massive revenue 
from petroleum exports particularly since the oil boom period of 1973-74. 
This massive revenue has been used to finance infrastructure 
development and diversification. Since 1970 the development of Saudi 
economy has been guided by a series of five-year plans. The roots of the 
Saudi Arabia's oil power date back to the early 1930's. The petroleum 
industry forms the bedrock of the Saudi economy. Providing about 40 
percent of Gross Domestic Product (GDP), 85 percent to 90 percent of 
total exports receipts and 75 percent to 80 percent of state revenue. The 
stability of global energy markets rests heavily upon Saudi Arabia (the 
world's largest oil exporter) which acts a swing producer within OPEC*^ 
Saudi Arabia has 263 billion barrels of proven oil reserves, representing 
one quarter of the world total. Proven reserves of national gas was 6787 
billion cubic meter at the end of 2004, which represents around 4 percent 
of the world total.'*'* Until 2002, crude supply of Saudi Arabia has been 
restricted to around 8 million barrels per day (m b/d) under OPEC quotas, 
compared with the production capacity in excess of 10 m b/d. Output rose 
dramatically in 2003, as crude oil and gas liquids production rose to 9.8 
m b/d. Further growth has taken place in 2004, with recent crude output 
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alone rising to 9.2 m b/d and total values set to average 10 m b/d. Saudi 
gas sales totaled 61 billion cubic meters (bcm) in 2003 and expected to 
reach 86 bcm by 2008."^ 
India's economic relations with Saudi Arabia predate the oil era. 
The discovery of oil in Saudi Arabia further strengthened the Indo-Saudi 
bilateral economic relations. The reforms which started in 1991 have 
made India one of the fastest growing economies in the world. It has been 
reported that Indian economy would grew by 8 percent during 2005-06.''^  
The high growth in Indian economy has sharply increased the demand for 
energy specially oil and gas. Therefore India's dependence on energy 
exporting countries has been increasing because of its limited reserves 
and production capacity of oil and gas. Cooperation between India and 
Saudi Arabia will further strengthen with the visit of the Saudi Arabian 
king Abdullah bin Abdul Aziz al Saud as the chief guest at the 56"^  
Republic day. The king's visit heralded a new era in Indo-Saudi Arabia 
relations and a landmark in the development of increased understanding 
and cooperation between the two countries and creation of a mutually 
beneficial partnership based on complementarities and interdependence. 
The elements of this partnership would include reliable, stable and 
increased volume of crude oil supplies through evergreen long-term 
contracts."*^ Saudi Arabia has been interested in investing in upstream 
petroleum projects in India. This will be facilitating by the ongoing 
liberalisation in India's petroleum sector. However, they are not going to 
sell equity in Saudi oil field to non-national companies.'** But they have 
invited Indian companies in gas exploration sector."*^  
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$954.3 million in 1991-92, which increased to $1070.4 million in 1992-
93 and started declining since 1994-95 and increased to $1154.1 million 
in 1996-97 but again declined to its lowest level of $640 million in 1998-
99. After that import of petroleum oil has been increasing continuously 
and has reached to the level of $2425.2 million in 2002-03. Thus during 
the period of 1991-92 to 2002-03 India's imports of petroleum oil grew 
by around 259 percent. India's total imports from Saudi Arabia have also 
been increasing with little fluctuations. India's imports from Saudi Arabia 
was $1516.6 million in 1991-92 which increased to $1671.8 million in 
1992-93, fell to $1586 million in 1993-94 and increased to $2788.7 
million in 1996-97 but again it fell to $1831.1 million in 1998-99. After 
that India's imports from Saudi Arabia has been increasing and has 
reached to the level of $3931.2 million in 2002-03. Thus from 1991-92 to 
2002-03 India's imports from Saudi Arabia has increased by 160 percent. 
This is lower than the growth in the imports of petroleum oil from Saudi 
Arabia. Therefore share of oil in the imports from SaUdi has been 
increasing. The share of oil in the imports from Saudi Arabia was 62.92 
percent in 1991-92 but increased to 64.03 percent in 1992-93. After that it 
started falling and has reached to its lowest level of 34.95 percent in 
1998-99. But again share of oil started rising in the imports from Saudi 
Arabia and has reached to the level of 87.13 percent in 2002-03. 
Saudi Arabia's share in India's petroleum oil imports is given in 
Table-5.8. This table shows that India's total oil imports was $3334.2 
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Table: 5.7 Share of Petroleum Oil in India's Imports from 
Saudi Arabia (US $ Million) 
Year 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
Petroleum Oil 
Imports From 
Saudi Arabia 
954.3 
1,070.4 
967.8 
827.4 
890.8 
1,154.1 
922.7 
640.0 
1,763.0 
2,800.1 
2,824.0 
3,525.2 
India's Total 
Imports from 
Saudi Arabia 
1,516.6 
1,671.8 
1,586.0 
1,534.4 
2,088.7 
2,774.8 
2,587.5 
1,831.1 
3,021.2 
3,419.5 
3,289.6 
3,931.2 
Oil as a Percentage 
of India's Total 
Imports from 
Saudia Arabia 
62.92 
64.03 
61.02 
53.92 
42.65 
41.59 
35.66 
34.95 
58.35 
81.89 
85.85 
87.13 
Source: 1- Monthly Statistics of Foreign Trade of India DGCI & S, 
Government of India, Calcutta 
2- Fourty First Annual Report, Saudi Arabia Monetary Agency, Riyadh 
2005 
3- Foreign Trade and Balance of Payment CMIE, Mumbai 
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Table: 5.8 Saudi Share in India's Total Petroleum Oil 
Imports (US $ Million) 
Year 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
Petroleum Oil 
Imports From Saudi 
Arabia 
954.3 
1,070.4 
967.8 
827.4 
890.8 
1,154.1 
922.7 
640.0 
1,763.0 
2,800.1 
2,824.0 
3,525.2 
India's Total 
Petroleum Oil 
Imports 
3,334.2 
4,080.3 
3,571.0 
3,288.1 
3,558.7 
5,236.6 
4,358.0 
3,620.4 
9,474.0 
14,706.2 
13,029.0 
15,990.0 
Saudi Share in 
India's Petroleum 
Oil Imports 
28.62 
26.23 
27.10 
25.26 
25.03 
22.04 
21.17 
17.68 
18.61 
19.04 
21.67 
21.42 
Source: 1- Monthly Statistics of Foreign Trade of India DGCI & S, 
Government of India, Calcutta, Various Issue. 
2- Fourty First Annual Report, Saudi Arabia Monetary Agency, Riyadh 
2005. 
3- Foreign Trade and Balance of Payment CMIE, Mumbai 
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million in 1991-92 which increased to $4080.3 million in 1992-93. Again 
it increased to. $5236.6 million in 1996-97 and fell to $3620.4 million in 
1998-99 increased to $9474 million in 1999-2000 and to $15990 million 
in 2002-03. Therefore total oil imports of India remains very fluctuating. 
This is due to fluctuating crude oil prices in the international market. 
During above said period India's imports of petroleum oil from world 
increased by 379 percent which is higher than the increase in oil imports 
from Saudi Arabia. Therefore India's source of oil imports has been 
diversifying. Saudi share in India's petroleum oil imports was 28.62 
percent in 1991-92 which fell to 17.68 percent in 1998-99 but again it 
grew to 21.42 percent in 2002-03. Therefore Saudi share in India's 
petroleum oil has fell down. 
India's imports of petroleum products are given in Table-5.9. This 
table shows that imports of Naptha was very modest in 1991-92 which 
grew to $220.63 million in 1997-98 and again it fell to very small amount 
of about $2.86 million in 2002-03. Imports of Liquefied butane were 
$74.84 million in 1990-91 which grew to its highest level of $227.12 
million in 1996-97 but fell to $100.26 million in 2002-03. Imports of 
liquefied propane started from 1996-97. Import of this item in 1996-97 
was only $8.93 million which has been increasing continuously and has 
reached to $36.89 million in 2002-03. The imports of LNG from Saudi 
Arabia were $35.21 million in 2001-02 which fell to $12.28 million in 
2002-03. Therefore the import of petroleum products from Saudi Arabia 
also remains very fluctuating during the above said period. 
Therefore from the above analysis it can be said that Saudi Arabia 
has been the very important source for India's energy export. Though 
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Table: 5.9 India's Imports of Petroleum Products from 
Saudi Arabia (US $ Million) 
Year 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-2001 
2001-2002 
2002-2003 
Naptha 
Solvent 
Crude 
0 
0.03 
0 
1.89 
1.50 
0 
24.37 
220.63 
124.73 
61.94 
109.89 
33.55 
2.86 
Liquefie 
-d 
Butane 
78.84 
4.70 
20.26 
40.60 
80.96 
93.27 
227.12 
141.16 
208.81 
208.58 
93.48 
48.02 
100.26 
Liquefie 
-d 
Propan-
e 
0 
0 
0 
0 
0 
0 
8.93 
27.62 
21.51 
22.66 
17.66 
53.66 
36.89 
Other 
Liquefied 
Petroleu-
m Gases 
and 
Gaseous 
Hydrocar 
-bon 
0 
0 
0 
0 
0.98 
10.58 
14.73 
4.08 
3.44 
10.34 
7.28 
9.77 
20.72 
Naplit-
halene 
0 
0 
0 
0 
0.21 
0 
0 
0 
16.76 
0.03 
5.81 
12.46 
16.08 
Liquef 
-ied 
Natur 
-al 
Gas 
0 
0 
0 
0 
0.27 
0 
0 
0 
0 
0 
0 
35.21 
12.28 
Total 
78.84 
4.73 
20.26 
42.49 
83.92 
103.85 
275.15 
393.49 
375.25 
303.55 
234.12 
192.67 
189.09 
Source: Monthly Statistics of Foreign Trade of India DGCI & S, 
Government of India, Calcutta, Various Issue. 
India is able to diversify its imports of oil but still Saudi Arabia is the 
largest source of oil imports. With the visit of king Abdullah as a Chief 
Guest at the 2006 Republic Day Celebrations and his announcement of 
cooperation in the field of energy and trade, bilateral economic 
cooperation with India will further boost the relations between both the 
countries. 
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5.6. India's Energy Imports from U.A.E. 
The discovery of oil and its exports in large quantities led to a 
profound change in the U.A.E.'s economic and social structure. The state 
ownership of its oil resources enhanced the role of public sector in the 
development of the country. The continuously rising oil revenues enabled 
UAE to embark on a crash development programme, rather than 
proceeding gradually as is the case with developing countries that are 
short of capital. Also dependence on oil led to the merger of U.A.E.'s 
economy with that of the international markets and caused a sharp rise in 
the role of foreign trade in the U.A.E.'s economy. Much of the prosperity 
that the U.A.E. enjoys today has been due to oil exports. Economic 
policies since the oil boom have channeled oil revenues into building 
U.A.E. as a modem economy. U.A.E.'s proven reserves of oil were 97.80 
billion barrels at the end of 2004, which is about 8.85 percent of world 
total reserves. The proven reserves of natural gas totaled 6,060 billion 
cubic meter at the end of 2004, which is about 3.53 percent of world total 
natural gas reserves.^ ^ UAE has been an active member of the 
Organization of Petroleum Exporting Countries (OPEC) and the 
Organization of Arab Petroleum Exporting Countries (OAPEC). Oil 
production and exports are the most important economic activities in 
U.A.E. The petroleum sector contributes significantly to U.A.E.'s gross 
domestic products, but its share of contribution has been declining. 
Contribution of petroleum sector to GDP was 63 percent in 1980 which 
declined to 32 percent in 1996 and it further declined to 29 percent in 
2001.^ ^ However, the policies pursued by U.A.E. authorities were far 
sighted in the sense that they tried to diversify their economy and 
promote other sectors of the economy. Thus despite the pre-dominant role 
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played by oil and gas, the numerous free trade zones established in the 
country are also contributing enormously to the value of exports and 
U.A.E. has established itself as a regional trade center. 
India's linkage with the UAE pre-dates the oil era, it goes back to 
ancient times. However the rise of U.A.E. as an important exporter and 
India as an important market for oil and gas imports has increased the 
linkage to a very high level of interaction. The Indian liberalisation and 
reform which was started in 1991 was very much appreciated by U.A.E. 
because it would open up Indian economy for further trade. For India's 
faster growing energy requirement U.A.E. is very important among 
G.C.C. countries. India is getting around 15 percent of its energy imports 
jBrom U.A.E. After Saudi Arabia, U.A.E. is the next important destination 
of India's energy imports. In February 1999, the Abu Dhabi Gas 
Liquefaction company (Adgas) and Metgas of India signed a long-term 
contract for the supply of 0.5 million metric tonne per year. While Adgas 
has contracted to supply some 5,00,000 tonnes per year of LNG. India is 
importing its substantial part of oil requirements from U.A.E. 
The data about share of petroleum oil in India's imports from 
U.A.E. is given in Table-5.10. This table provides the data from 1990-91 
to 1999-2000.Because the data about country wise petroleum imports is 
not available after 1999-2000. India's petroleum oil import from U.A.E. 
remains very fluctuating during the above said period. This fluctuation 
can be attributed to fluctuation in crude oil prices in the international 
market India's petroleum oil imports from U.A.E. was $658.67 million in 
1990-91 which increased to $876.75 million in 1991-92, fell to $714.73 
million in 1992-93 and increased to $844.13 million in 1993-94 which 
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Table: 5.10 Share of Petroleum Oil in India's Imports from 
U.A.E. (US $ Million) 
Year 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
India's Petroleum 
Oil Imports from 
U.A.E 
658.67 
876.75 
714.73 
844.13 
885.79 
668.05 
903.09 
636.20 
630.16 
1,357.78 
India's Total 
Imports from 
U.A.E 
985.34 
1,256.61 
842.82 
1,001.46 
1,533.15 
1,604.24 
1,736.17 
1,782.23 
1,720.92 
2,337.15 
Oil as a Percentage 
of India's Total 
Imports from 
U.A.E 
66.85 
69.77 
84.80 
84.29 
57.78 
41.64 
52.02 
35.70 
36.62 
58.10 
Source: 1- Monthly Statistics of Foreign Trade of India, DGCI & S, 
Government of India Calcutta, Various Issues. 
2- Foreign Trade and Balance of Payment, CMIE, Mumbai. 
further grew to$885.79 million in 1994-95. But again fell to $668.05 
million in 1995-96 and grew to $903.09 million in 1996-97. After that oil 
imports from U.A.E. started falling and reached to its lowest level of 
$630.16 million in 1998-99 but suddenly registered around 100 percent 
growth. And imports of petroleum oil from U.A.E. have reached to $1.4 
billion in 1999-2000. Thus during this period India's imports of 
petroleum oil from U.A.E. grew by around 106 percent. India's total 
imports from U.A.E. have also been provided in Table-5.10. India's total 
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imports from U.A.E. was $985.3 million in 1990-91 which increased to 
$1256.6 million in 1991-92 but fell to $842.8 million in 1992-93. After 
that India's imports from U.A.E. rose continuously and reached to 
$1001.4 million in 1993-94 and to $1782.2 million in 1997-98 which 
fiirther increased to $2337.1 million in 1999-2000. Thus during this 
period India's total imports from U.A.E. increased by around 131 percent. 
The share of petroleum oil in India's total imports from U.A.E. was 66.85 
percent in 1990-91 which increased to 69.77 percent in 1991-92 and 
fiirther increased to its highest level of 84.80 percent in 1992-93. After 
that the share of petroleum oil started declining and has reached to 41.64 
percent in 1995-96 but grew to 52.02 percent in 1996-97. Again it started 
declining and has reached to 36.62 percent in 1998-99, and grew to 58.10 
in 1999-2000. Therefore India's imports from U.A.E. have increased by 
136 percent during 1990-91 to 1999-2000. Whereas during the same 
period India's imports of petroleum oil increase by only 106 percent 
which is lower than the growth in total imports from U.A.E. Therefore by 
this comparison it can be said that share of petroleum oil in India's total 
imports from U.A.E. has declined during above said period. But still 
more than fifty percent of imports from U.A.E. consist of petroleum oil. 
The share of U.A.E. in India's petroleum oil imports is given in 
Table-5.11. This table shows that India's total petroleum oil import was 
$3.4 billion in 1990-91 which increased to $4.1 billion in 1992-93 but fell 
to $3.6 billion in 1993-94 and to $3.3 billion in 1994-95 and then grew to 
$3.6 billion in 1995-96 to $5.2 billion in 1996-97. But again fell to $4.4 
billion in 1997-98 which fiirther fell to $3.6 billion in 1998-99 but 
suddenly grew to $9.5 billion in 1999-2000. Therefore India's total 
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Table: 5.11 U.A.E. Share in India's Petroleum Oil Imports 
(US $ Million) 
Year 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
India's Petroleum 
Oil Imports from 
U.A.E 
658.67 
876.75 
714.73 
844.13 
885.79 
668.05 
903.09 
636.20 
630.16 
1,357.78 
India's Total 
Petroleum Oil 
Imports 
3,381.6 
3,334.2 
4,080.3 
3,571.0 
3,288.1 
3,558.7 
5,236.6 
4,358.0 
3,620.4 
9,474.0 
U.A.E. Share in 
India's Total 
Petroleum Oil 
Imports 
19.48 
26.03 
17.52 
23.64 
26.94 
18.77 
17.25 
14.60 
17.41 
14.33 
Source: Monthly Statistics of Foreign Trade of India, DGCI & S, 
Government of India Calcutta, Various Issues. 
petroleum oil import during above said period also remains very 
fluctuating. Also this can be attributed with the fluctuation in the 
international crude oil prices and the exchange rate fluctuation of Indian 
rupees. U.A.E.'s share in India's petroleum oil imports was 19.48 percent 
in 1990-91, which grew to 26.03 percent in very next year but fell to 
17.52 percent in 1992-93 and grew to 23.64 percent in 1993-94 and 
further grew to its highest level of 26.94 percent in 1994-95. After that 
share of U.A.E. has been falling continuously and has reached to its 
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lowest level of 14.33 percent in 1999-2000. Thus the share of U.A.E. in 
India's petroleum oil has gone down. It reflects the diversification in the 
India's petroleum oil imports. 
Apart from petroleum oil India also used to imports various 
petroleum products from U.A.E., like Naptha, Solvent crude, liquefied 
propane and butane etc. Table-5.12 provides the details about India's 
petroleum products imports from U.A.E. Imports of Naptha, Solvent 
crude was $0.17 million in 1990-91 which grew to $21.01 million in 
1995-96 and further it grew to its highest level of $158.88 million in 
2000-01 but fell drastically to $18.85 million in 2002-03. Imports of 
liquefied propane started from 1996-97 and in this year its import was 
only $1.54 million which grew to $8.85 million in 1999-2000. After that 
import of this product has been closed. Imports of liquefied butane was 
$38.61 million in 1990-91 which fell to $13.88 million in 1994-95 but 
increased to $29.06 million in 1998-99 and suddenly fell to $0.51 million 
in very next year. But again increased to $47.68 million in 2002-03. 
Imports of total petroleum products was $38.78 million in 1990-91 which 
fell to $22.26 million in 1995-96 and increased to $161.76 million in 
2000-01 and again fell to $71.13 million in 2002-03. Therefore during the 
above said period imports of petroleum products remains very 
fluctuating. Hence from above analysis it can be said that U.A.E. has very 
prominent place in India's energy imports. India imports very substantial 
part of its energy demand from U.A.E. Therefore India is a potential 
market for U.A.E.'s oil and gas. Bilateral trade relations will be beneficial 
for both these countries. India will provide a huge market for U.A.E., 
while U.A.E. will be able to fill up the gap between India's energy 
demand and supply. U.A.E. is the second largest source of energy for 
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Table: 5.12 India's Imports of Petroleum Products from 
United Arab Emirates (US $ Million) 
Year 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-2001 
2001-2002 
2002-2003 
Naptha 
Solvent 
Crude 
0.17 
0 
0 
7.04 
15.13 
21.01 
0 
56.42 
23.15 
44.35 
158.88 
130.49 
18.85 
Liquef 
ied-
Propa 
-ne 
0 
0 
0 
0 
0 
0 
1.54 
7.30 
4.80 
8.85 
0 
0 
0 
Liquef 
-ied 
Butan 
-e 
38.61 
21.02 
9.30 
0.88 
13.88 
1.25 
4.70 
8.62 
29.06 
0.51 
0.36 
47.61 
47.68 
Other 
Liquefied 
Petroleu-
m Gases 
and 
Gaseous 
Hydrocar 
-bon 
0 
0 
0 
0.22 
0 
0 
0 
0 
0 
0.60 
2.52 
0.48 
0 
Napht-
halene 
0 
0 
0 
1.26 
0 
0 
0 
0.05 
0.92 
1.16 
0 
21.33 
4.60 
Liquef 
-ied 
Natur 
-al 
Gas 
0 
0 
0 
0 
0 
0 
0.05 
0 
0 
0 
0 
0 
0 
Total 
38.78 
21.03 
9.30 
9.40 
29.01 
22.26 
6.29 
72.39 
57.93 
55.47 
161.76 
199.91 
71.13 
Source: Monthly Statistics of Foreign Trade of India DGCI & S, Government of 
India, Calcutta, Various Issue. 
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India after Saudi Arabia among G.C.C. countries. Apart from Saudi 
Arabia and U.A.E. other G.C.C. countries are also very important source 
of energy import. Kuwait has been very old energy supplier to India. 
Whereas Qatar has emerged as a new source of India's gas supply due to 
its enormous gas reserves. Therefore India has arrived at a long-term 
contract with Qatar for the supply of gas. Because the demand for gas has 
been rising very fast in India and India has very limited reserves of gas. 
Bahrain and Oman are not as much important for imports of oil and gas 
due to its limited reserves and exporting capacity. Though they are also 
exporting petroleum products to India. Thus during 1990s, energy 
cooperation emerged as the dominant feature of Indo-G.C.C. relations. To 
enhance this relation an unprecedented meeting between major oil 
producer of G.C.C. and India was held in Delhi in January 2005. This 
meeting was attended by energy minister from Kuwait, Oman, Qatar, 
Saudi Arabia, U.A.E. and India apart other energy exporting country like 
Iran and other Asian energy importing countries.^ ^ 
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CHAPTER - 6 
INDIA'S NON-ENERGY COMMODITY 
IMPORTS FROM G.C.C. COUNTRIES 
The previous chapter discussed the energy imports of India from 
G.C.C. countries. It was revealed that India's petroleum oil imports 
dependency is 70 percent and will increase to 80 percent in coming days. 
Where as G.C.C. countries have 44 percent of proven oil and 24 percent 
of proven gas reserves of the world. Thus huge oil and gas availability in 
the G.C.C. countries make it very important source of India's energy 
imports. Also for G.C.C. countries India is a potential market to sell their 
oil and gas. This mutual dependency has increased the cooperation in 
trade and commerce. Further liberalisation and reforms in the India's 
petroleum sector has opened this sector for foreign investors and also 
Indian companies can invest in other countries in exploration and 
production of oil and gas. The present chapter deals with the non-energy 
commodity imports from G.C.C. countries. Although non-energy 
commodity imports from G.C.C. countries are comparatively smaller but 
a serious discussion on this aspect of Indo-G.C.C. trade would be helpfiil 
to understand the total dynamics of mutual trade. A country-wise study 
will be desirable in this chapter also like the previous chapters. 
India has been a founder member of World Trade Organisation 
(WTO). The aim to participate in the WTO rule based system was greater 
stability, transparency and predictability in the governance of 
International trade. In mid 1991, the Indian government initiated macro-
economic reforms and structural adjustments in different areas of the 
economy and the process of reforms and liberalisation still continues. 
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India has been increasingly opening to external trade and investment 
flows. Various measures were adopted to liberalise the external sector. 
These were in the form of withdrawal of quantitative restrictions (QRs), 
reduction and rationalisation of tariffs, liberalisation in the trade and 
payments regime. With considerable degree of openness, there has been a 
phenomenal expansion in India's international trade. India's total exports 
were $18.2 billion in 1990-91 which grew to $63.8 billion in 2003-04. 
Thus during this period India's exports increased by around 250 percent. 
Whereas India's Imports was $24.1 billion in 1990-91 which increased to 
$78,2 billion in 2003-04. Thus India's total imports during this period 
increased by around 224 percent.^  Hence growth in exports is larger than 
growth in imports of India. India's imports bills mainly consist of 
petroleum oil because of huge dependence on petroleum imports. India's 
oil imports were $6.1 billion in 1990-91 which increased to $20.6 billion 
in 2003-04. Thus during this period India's imports of oil increased by 
237 percent. Which is little bit greater than growth in India's total 
imports. India's non-oil imports were $18.1 billion in 1990-91 which 
increased to $57.6 billion in 2003-04. Thus during this period India's 
non-oil imports increased by around 218 percent.^ Therefore imports of 
non-oil commodity has increased little less than the growth of India's 
total imports. But if we see the current trends of India's imports (2002-03 
to 2003-04) then it can be found that the imports of non-oil commodities 
are greater than the oil imports. 
Merchandise import of India displayed strong growth in 2003-04, 
and rose faster than exports. Lower tariff, a cheaper US dollar and a 
buoyant domestic economy boosted imports. Imports in US dollar terms 
and on customs basis, increased by 27.3 percent in 2003-04 against the 
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rise of 19.4 percent in 2002-03. Bulk of the increase was contributed by 
growth in non-oil imports. Which shot up from 17 percent in 2002-03 to 
31.5 percent in 2003-04. The acceleration of such imports was mainly 
due to higher imports of capital goods, industrial raw materials and 
intermediate goods. It reflected the higher domestic demand and forming 
up of industrial growth. A significant contributor to the rise in non-oil 
imports was the 59.9 percent jump in imports of gold and silver. But even 
after excluding these imports, non-oil, non-bullion imports increased by 
28.5 percent in 2003-04 as against a rise of 20.3 percent in the 2002-03, 
indicating a step up in domestic demand.^  India mainly imports from 
G.C.C. countries, petroleum oil and its products. Non-energy imports 
fi-om G.C.C. countries are very small. And its share in the India's total 
non-energy imports is negligible. India's non-oil commodities imports 
from G.C.C. countries mainly consist of sulphar and unrosted iron 
pyrites, Metalifers ores and metal scraps, organic and inorganic 
chemicals, pearls precious and semiprecious stones and after the 
liberalization of imports of Gold and silver it became also important 
commodity of imports from G.C.C. countries. Manufactured and crude 
fertilizer was also an important commodity which was imported in bulk 
quantity from G.C.C. countries but now India became almost self-
sufficient in the production of fertilizer like urea. Thus imports of this 
item have been declining. But the raw material for the fertilizer 
production is being imported from G.C.C. countries. Now in the coming 
section a country-wise analysis of the imports of non-oil commodities 
from G.C.C. countries will be done. 
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6.1. India's Non-Energy Imports from Bahrain: 
Indian imports from Bahrain mainly consist of petroleum oil and its 
products but some non-oil commodities are also being imported from 
Bahrain. India's total imports from Bahrain was $ 371 million in 1992.'' 
Where as non-oil imports from Bahrain was only $ 44.52 million in 1992-
93.^ Thus very small portion of non-oil imports came from Bahrain. The 
main commodities of non-oil imports from Bahrain are Metalifers ores 
and metal scrap, Inorganic chemical and non-ferrous metal etc. The 
commodity composition of India's non-energy imports from Bahrain is 
given in Table-6.1. The data in the table is given for 1992-93 and 2002-
03. Also the percentage change in the imports of various commodities is 
given in this table. The data for 1992-93 has been calculated by the 
substraction of value of petroleum imports from India's total imports 
from Bahrain. Because the data since 2000-2001 does not include the 
value of petroleum imports, it will not be possible to make comparison 
without substracting the import value of petroleum and its products from 
India's total imports from G.C.C. countries. In the coming section same 
pattern will be followed to compare the data of 1992-93 to 2002-2003 and 
to calculate in the percentage change in the imports of various 
commodities during above said period. 
From the table it is observed that metalifers ores and metal scrap, 
inorganic chemical and non-ferrous metals have been the three most 
important items in India's imports from Bahrain. During 2002-03, 
metalifers ores and metal scrap were the largest non-petroleum 
commodity in Indian imports from Bahrain. India's imports of metalifers 
ores and metal scrap during 1992-93 was only $3.90 million which 
increased to $19.74 million in 2002-03. Thus during this period imports 
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Table: 6.1 Commodity Composition of India's Non-Energy 
Imports from Bahrain (US $ Million) 
Commodity 
Total 
Pulp and Waste Paper 
Sulphar and Unrosted Iron Pyrites 
Metalifers Ores & Metal Scraps 
Organic Chemicals 
Inorganic Chemicals 
Iron and Steel 
Non-Ferrous Metals 
Manufactures of Metals 
Electrical Machinery 
Paper Board and Manufactured 
Other Commodities 
1992-93 
44.52 
0.98 
3.11 
3.90 
1.81 
24.74 
0.13 
6.36 
0.16 
1.19 
0 
1.91 
2002-03 
123.25 
1.47 
1.16 
19.74 
0.02 
9.73 
0.23 
11.62 
0.05 
0.09 
0.06 
78.67 
Percentage 
Change 
176.84 
50.00 
- 62.70 
406.15 
-98.90 
- 60.67 
76.92 
82.70 
- 68.75 
- 92.44 
100.00 
4018.85 
Source: Foreign Trade Statistics of India, Directorate General of 
Commercial Intelligence & Statistics (DGCI&S), Government of India, 
Calcutta, March 1993 and March 2003. 
of this item has registered a hefty growth of about 406.15 percent. In 
1992-93 metalifers ores and metal scrap was the third largest commodity 
of non-petroleum imports and in 2002-03 it became the largest imports 
item. India's imports of non-ferrous metals increased by 82.7 percent. 
Non-ferrous metals was $11.62 million in 2002-03 whereas its imports 
was only $6.36 million in 1992-93. Thus during this period imports of 
non-ferrous metals was the second largest non-petroleum imports item in 
1992-93 and still in 2002-03 it remained second largest imports item from 
Bahrain. Inorganic chemicals was the largest non-petroleum imports item 
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from Bahrain in 1992-93, but its imports declined and it became the third 
largest imports item in 2002-03. Imports of inorganic chemicals was 
$24.74 million in 1992-93 which fell to $9.73 million in 2002-03. Thus 
during this period it registered a 60.67 percent of negative growth. 
Despite the negative growth this item is still third largest item to be 
imported from Bahrain. Next important non-petroleum imports was pulp 
and waste paper in 2002-03. Imports of this item increased from $0.98 
million in 1992-93 to $1.47 million in 2002-03. Thus during this period it 
registered 50 percent growth. Sulphar and unrosted iron pyrites had also 
been an important item of imports from Bahrain in 1992-93. But imports 
of this item declined in 2002-03. Imports of Sulphar and unrosted iron 
pyrites declined from $3.11 million in 1992-93 to $1.16 million in 2002-
03. Thus during this period imports of this item declined by 62.7 percent. 
Another important item of India's imports from Bahrain which registered 
a negative growth was organic chemicals. Imports of organic chemicals 
was $1.81 million in 1992-93 which fell to $0.02 million. Thus its 
imports registered almost 99 percent negative growth during this period. 
Imports of iron and steel was $0.13 million in 1992-93 which increased to 
$0.23 million in 2002-03. Thus during this period its imports grew by 77 
percent. Though imports value of this item is very low but its growth rate 
is substantial. Imports of paper board and manufactures was nil in 1992-
93 but imports of this item was $0.06 million in 2002-03. Imports of 
manufacture of metals was $0.16 million in 1992-93 which fell to $0.05 
million in 2002-03. Thus during this period it registered a 68.8 percent of 
negative growth. Also imports of electrical machinery's growth remained 
negative during this period. Imports of electrical machinery was $1.19 
million in 1992-93 which fell to $0.09 million in 2002-03. Thus during 
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this period imports of this item declined by 92.4 percent and its imports 
became negligible. Whereas imports of other commodities was $1.91 
million in 1992-93 which increased to $78.67 million in 2002-03. Thus 
during this period imports of the category of the other commodities grew 
by hefty 4018 percent. Therefore from above analysis it can be said that 
India's non-petroleum imports from Bahrain was only $44.52 million in 
1992-93 which grew to $123.25 million in 2002-03 and its registered a 
176.8 percent growth. Whereas most of the imports items registered a 
negative growth. Thus this positive growth in total non-petroleum imports 
from Bahrain is due to growth in the imports of metalifers ores and metal 
scrap and the growth in the categories of other commodities. India's total 
imports of metalifers ores and metal scrap was $1003.39 million, thus 
imports of this item from Bahrain is 1.97 percent of India's total imports 
of this item. And India's total imports of non-ferrous metals are $644.74 
million in 2002-03 and imports of this items from Bahrain was $11.62 
million in 2002-03. Thus imports of this item from Bahrain is about 1.8 
percent. Therefore imports from Bahrain has very little share in India's 
total non-petroleum imports. 
6.2. India's Non-Energy Imports from Kuwait: 
Prior to the discovery of oil Kuwait's economic activities were 
dominated by the ocean resources. The fishing sector had been one of the 
most important occupation in the pre-oil era. Whereas the pearl diving 
was the main industry not only in Kuwait but throughout the whole 
G.C.C. region. Kuwait was also a centre of sea faring and trading prior to 
the discovery of oil. But the discovery and extraction of oil changed the 
structure of whole Kuwaiti economy and exports became dominated by 
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petroleum oil and its products. Therefore the largest part of exports 
earning of Kuwait comes from the exports of petroleum oil and its 
products and very tiny part of exports earning comes from the exports of 
the commodities other than oil. In case of India also, the imports from 
Kuwait is dominated by petroleum oil. India's imports from Kuwait was 
$965.42 million in 1991-92.^  Where as oil imports was $506.43 million in 
1992-93. Thus oil imports was 52.46 percent of India's total imports from 
Kuwait and non-oil commodity imports was 47.64 percent. The main 
items of Kuwaiti non-oil imports are metalifers ores and metal scrap, 
fertilizer, organic and inorganic chemicals sulphar and unrosted iron 
pyrites etc. India's non-oil imports from Kuwait for 1992-93 and 2002-03 
is provided in Table-6.2. Data for total non-oil imports during 1992-93 
has been calculated by adding all non-oil imports from Kuwait and 
subtracting it from the total imports from Kuwait. 
Looking at the non-petroleum imports from Kuwait, it is observed 
that metalifers ores and metal scrap was the largest non-oil imports items 
from Kuwait. Import of metalifers ores and metal scrap increased from 
$6.52 million in 1992-93 to $20.55 million in 2002-03. Thus during this 
period imports of this item increased by 215.18 percent. Whereas India's 
total non-petroleum imports was $21.14 million in 1992-93, which 
increased to $184.86 million in 2002-03. Thus total import of non-oil 
commodity increased by a hefty 774.46 percent. This hefty growth is 
mainly contributed by growth in the imports of metalifers ores and metal 
scrap. This was the second largest imports item in 1992-93 and became 
the largest imports item in 2002-03. During 2002-03 India's second 
largest non-petroleum imports item from Kuwait was inorganic chemicals 
whose import from Kuwait was nil in 1992-93. Thus inorganic chemicals 
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Table: 6.2 Commodity Composition of India's Non-Energy 
Imports from Kuwait (US $ Million) 
Commodity 
Total 
Pulp and Waste Paper 
Wool, Raw 
Sulphar and Unrosted Iron Pyrites 
Metalifers Ores & Metal Scraps 
Fertilizers Manufactured 
Iron and Steel 
Organic Chemicals 
Inorganic Chemicals 
Artificial Resins Plastic Material 
etc. 
Paperboard and Manufactured 
Electronic Goods 
Fertilizers Crude 
Other Commodities 
1992-93 
21.14 
0.26 
0.23 
4.03 
6.52 
9.32 
0.21 
0 
0 
0 
0.08 
0 
0 
0.44 
2002-03 
184.86 
0.74 
0.34 
4.62 
20.55 
0 
0.11 
8.84 
15.82 
5.52 
0.09 
0.62 
1.84 
123.49 
Percentage 
Change 
774.46 
184.62 
47.83 
14.64 
215.18 
0 
- 47.62 
100.00 
100.00 
100.00 
12.50 
100.00 
100.00 
27965.91 
Source: Foreign Trade Statistics of India, Directorate General of 
Commercial Intelligence & Statistics (DGCI&S), Government of India, 
Calcutta, March 1993 and March 2003. 
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became an important imports item in 2002-03. Imports of inorganic 
chemicals from Kuwait is about 1.41 percent of India's total imports of 
inorganic chemical. Likewise imports of metalifers ores and metal scrap 
from Kuwait was 2.05 percent of India's total imports of this item. 
Imports of organic chemical was the third largest imports item from 
Kuwait. Imports of this item was also nil in 1992-93 and it became $8.84 
million in 2002-03. Imports of organic chemical from Kuwait is about 
0.48 percent of India's total imports of organic chemical in 2002-03. Next 
important imports item from Kuwait was artificial resins, plastic material 
etc. Imports of this item was also zero in the year 1992-93 and it became 
the fourth largest import item in 2003-04. Imports of artificial resins, 
plastic material etc. was $5.52 million in 2002-03. Sulphar and unrosted 
iron pyrites was also important item of India's imports from Kuwait. 
Imports of this item increased from $4.03 million in 1992-93 to $4.62 
million in 2002-03. Thus during this period imports of sulphar and 
unrosted iron pyrites increased by only 14.64 percent. Imports of pulp 
and waste paper increased from $0.26 million in 1992-93 to $0.74 million 
in 2002-03. Though value of imports of this item is small but growth in 
imports during this period was a substantial 184.62 percent. Imports of 
wool, raw also increased from $0.23 million in 1992-93 to $0.34 million 
in 2002-03. Thus during this period imports of raw wool increased by 
47.83 percent. Imports of paperboard and manufactures increased from 
$0.08 million in 1992-93 to $0.09 million in 2002-03. Some other items 
whose import was zero in 1992-93 are electronic goods and fertilizer 
crude. Imports of fertilizer crude was $1.84 million in 2002-03 and 
imports of electronic goods was $0.62 million in 2002-03. There were 
also some items of imports which registered a negative growth during this 
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period. These items are fertilizers manufactured, iron and steel. Imports 
of iron and steel decreased from $0.21 million in 1992-93 to $0.11 
million in 2002-03. Thus it registered a 47.62 percent of negative growth. 
Whereas imports of fertilizers manufactured was $9.32 million in 1992-
93 and in 2002-03 its imports became zero. In the 1992-93 fertilizer 
manufactured was largest non-oil imports item from Kuwait. Thus this 
shows India's self sufficiency to produce fertilizers and diversification in 
the source of fertilizers imports. Thus from the above analysis it can be 
said that India's imports of non-oil commodity is very small in 
comparison of oil imports from Kuwait and also share of Kuwaiti non-oil 
imports is very negligible in the India's global imports. 
6.3. India's Non-Energy Imports from Oman: 
Oman's economy was predominantly agricultural economy prior to 
the discovery of oil. Production of dates, vegetables and fruits, pasturing, 
fishing and exploitation of sea for pearl and other precious commodities 
was the basis of economic activities in Oman. Agriculture in Oman is 
done on the form of subsistence farming by traditional method. Since the 
development of petroleum industry, relative importance of agriculture has 
declined sharply^ having smaller petroleum revenues than other G.C.C. 
countries. Oman did not envisage to develop heavy industry or 
manufacturing on a large scale. However, 1986-90 development plan 
aimed to diversify Oman's economic base to prepare for depleting 
hydrocarbon resource. 1991 was designated as 'Year of Industry'. In that 
year the government adopted a fifteen year industrial strategy, which 
included liberalization of credit provision regulations to simplify 
bureaucratic procedures and development of infrastructure.^ In this field 
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Oman has made a significant development but still this country is not in 
strong position to export manufactured industrial goods. Thus non-
petroleum exports have been very small in Oman. India's total imports 
from Oman was $43 million in 1991 which was around 0.84 percent of 
Omani global exports. Whereas it was only 0.22 percent of India's global 
imports. Oman exports to India increased to $55 million in 2004. In the 
2004 data oil imports has not been included. Thus non-oil imports from 
Oman was only 0.43 percent of global exports of Oman and 0.05 percent 
of India's global imports.'° Thus India's total imports and non-oil imports 
from Oman is very small. India's non-oil imports mainly consist of non-
metallic minerals, fruits and nuts excluding cashew nuts, metalifers ores 
and metal scrap etc. The details about the commodity composition of 
non-energy imports has been given in Table-6.3. 
India's non-oil imports was $15.16 million in 1992-93 which fell to 
$14,15 million in 2002-03. Thus during this period total non-oil 
commodity imports fell by around 6.60 percent. Non-metallic minerals 
manufactures excluding pearls was the largest imports item of India from 
Oman in 2002-03. Imports of this item was zero in 1992-93. Metalifers 
ores and metal scrap was the second largest imports from Oman. Imports 
of this item increased from $0.17 million in 1992-93 to $1.70 million in 
2002-03. Though imports value of this item is small but growth in 
imports during this period was a hefty 845 percent. Fruits and nuts 
excluding cashew nuts was the second largest imports item from Oman. 
Imports of this item increased from $0.79 million in 1992-93 to $1.25 
million in 2002-03. Thus during this period imports of this item grew by 
58.23 percent. Imports of pulp and wastepaper from Oman was zero in 
1992-93 but in 2002-03 imports of this item was $0.32 million. Artificial 
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Table: 6.3 Commodity Composition of India's Non-Energy 
Imports from Oman (US $ Million) 
Commodity 
Total 
Pulp and Waste Paper 
Metalifers Ores & Metal Scraps 
Organic Chemicals 
Artificial Resins Plastic Material etc. 
Non-Metallic Minerals Manufactures 
Excluding pearls 
Non-Ferrous Metals 
Manufactures of Metals 
Electric Machinery Except Electronic 
Transport Equipments 
Medicinal and Pharmaceuticals 
Products 
Fruits and Nuts Excluding Cashew 
Nuts 
Other Commodities 
1992-93 
15.16 
0 
0.18 
0.29 
0 
0 
10.10 
0.03 
0 
0.02 
3.56 
0.79 
0.06 
2002-03 
14.15 
0.32 
1.70 
0.17 
1.00 
2.50 
0.57 
0.01 
0.64 
0.28 
0.09 
1.25 
4.75 
% Change 
-6.66 
100.00 
844.44 
-41.38 
100.00 
100.00 
- 94.36 
- 66.67 
100.00 
1300.00 
- 97.47 
58.23 
7816.67 
Source: Foreign Trade Statistics of India, Directorate General of 
Commercial Intelligence & Statistics (DGCI&S), Government of India, 
Calcutta, March 1993 and March 2003. 
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resin, plastic material etc. was another important item of India's imports 
from Oman in 2002-03. Imports of this item was $1 million in 2002-03, 
while its imports was zero in 1992-93. Imports of electric machinery 
except electronic was also zero in 1992-93 but its imports was $0.64 
million in 2002-03. Imports of transport equipments was very small in 
1992-93, it was $0.02 million but it grew to $0.28 million in 2002-03. 
Though its value was very small but growth during this period was very 
substantial at about 1300 percent. There were some items of India's 
imports which registered negative growth during the above said period. 
Imports of non-ferrous metals was very substantial in 1992-93 and it was 
the largest imports item during this period but imports of this item fell 
drastically to very low level. Imports of this item fell from $10.10 million 
in 1992-93 to $0.57 million 2002-03. Thus during this period it registered 
a 94 percent of negative growth. Imports of medicinal and pharmaceutical 
products was the second largest import item during 1992-93, but its 
imports fell by around 97 percent between 1992-93 and to 2002-03. 
Imports of this item was $3.56 million in 1992-93 and fell to very low 
level of $0.09 million in 2002-03. Imports of organic chemical also fell 
from $0.29 million in 1992-93 to $0.17 million in 2002-03. Thus during 
this period imports of this commodity fell by 41.38 percent. Manufactures 
of metal was another imports item from Oman which registered a 
negative growth of 66.7 percent during the above said period. Imports of 
this item fell from $0.03 million in 1992-93 to $0.01 million in 2002-03. 
Thus from the above analysis it can be said that imports of important 
commodity like non-ferrous metals, medicinal and pharmaceutical 
products registered high negative growth and its imports became almost 
negligible in 2002-03. While other commodities whose imports was zero 
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in 1992-93 became the important imports item in 2002-03, but its imports 
value was not substantial enough to fill the gap which was created by 
negative growth of some items. Therefore total imports of India from 
Oman declined during 1992-93 to 2002-03. 
6.4. India's Non-Energy Imports from Qatar: 
Qatar's economy is also very much dependent on the extraction 
and exports of petroleum oil like other G.C.C. economies. Qatari 
government has made significant effort to diversify its economy to reduce 
dependence on petroleum sector. But the discovery of huge reserves of 
gas in Qatar fiirther increased the share of petroleum oil and gas in Qatari 
exports. Thus Qatari non-petroleum exports are very small in comparison 
of petroleum exports. Main non-energy items of Qatari exports are 
fertilizer manufactured, organic and inorganic chemicals, sulphar and 
unrosted iron pyrites etc. Qatari commodity exports to India consists of 
same items. India's imports from Qatar was $102 million in 1992. '^ 
Whereas non-energy imports from Qatar was only $48.75 million in 
1992-93*1 In 2002 imports from Qatar was $128 million but non-energy 
imports from Qatar was $115.63 million in 2002-03.'^ Thus it can be said 
that about 50 percent of Qatari exports to India has been non-energy 
exports. Table-6.4 provides data about commodity composition of India's 
non-energy imports from Qatar. 
India's non-energy imports from Qatar was $48.75 million in 
1992-93, which increased to $115.63 million by 2002-03. Thus during 
this period India's total non-energy imports from Qatar increased by 
137.19 percent. Largest item of India's non-energy imports in 2002-03 
was organic chemicals. Imports of this item increased from $1.48 million 
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Table: 6.4 Commodity Composition India's of Non-Energy 
Imports from Qatar (US $ Million) 
Commodity 
Total 
Pulp and Waste Paper 
Sulphar and Unrosted Iron Pyrites 
Metalifers Ores & Metal Scraps 
Organic Chemicals 
Inorganic Chemicals 
Artificial Resin, Plastic Materials 
etc. 
Iron and Steel 
Fertilizers Manufacture 
Other Commodities 
1992-93 
48.75 
0.02 
2.57 
0 
1.48 
23.11 
1.87 
0 
19.69 
0.01 
2002-03 
115.63 
0.07 
7.95 
0.04 
62.05 
36.07 
7.57 
0.20 
0 
1.57 
% Change 
137.19 
250.00 
209.34 
100.00 
4092.57 
56.08 
304.81 
100.00 
- 100.00 
156.00 
Source: Foreign trade Statistics of India, Directorate General of 
Commercial Intelligence & Statistics (DGCI&S), Government of India, 
Calcutta, March 1993 and March 2003. 
in 1992-93 to $62.05 million in 2002-03. Thus during this period imports 
of this item grew heftily by 4092 percent. Imports of organic chemicals 
from Qatar has been about 3.37 percent of India's total imports of organic 
chemicals in 2002-03. Inorganic chemical was the second largest imports 
item of India from Qatar during 2002-03. Inorganic chemical was the 
largest item of imports in 1992-93. Imports of this item increasfed from 
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$23.11 million in 1992-93 to $36.07 million in 2002-03. During this 
period imports of this item grew by 56.1 percent. Whereas imports of 
inorganic chemicals from Qatar was 3.21 percent of India's total imports 
of inorganic chemicals. Sulphar and unrosted iron pyrites was the third 
largest imports item of India from Qatar during 2002-03. Imports of this 
item was $2.57 million in 1992-93 which increased to $7.95 million in 
2002-03. Thus during this period imports of this item increased by 209.3 
percent. Next important item of India's imports from Qatar was artificial 
resin, plastic material etc. Imports of this item increased from $1.87 
million in 1992-93 to $7.57 million in 2002-03. Thus during this period 
imports of this item increased very substantially by about 304.8 percent. 
Imports of Artificial resin, plastic materials etc. from Qatar was around 
0.99 percent of India's total imports of this commodity during 2002-03. 
Whereas imports of sulphar and unrosted iron pyrites from Qatar was 
around 10.89 percent of India's total imports of this item during 2002-03. 
Thus Qatar is a very important source for the imports of sulphar and 
unrosted iron pyrites apart from oil and gas. Imports of pulp and waste 
paper increased from $0.02 million in 1992-93 to $0.07 million in 2002-
03. During above said period imports of this item grew by 250 percent. 
India's imports of metalifers ores and metal scrap from Qatar was $0.04 
million in 2002-03. Whereas its imports was zero in 1992-93. Also the 
imports of Iron and steel was zero from Qatar during 1992-93 but in 
2002-03 imports of iron and steel was $0.20 million. Fertilizers 
manufactured was the largest non-petroleum imports item from Qatar 
during 1992-93. But imports of this item became zero in 2002-03. Qatar 
was the very important source of India's fertilizers imports during 1992-
93, but imports of this item has been stopped due to self-sufficiency 
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achieved by India in the production of fertilizers specially urea. Thus 
fertilizers manufactured was the only important item of India's imports 
from Qatar whose imports has been stopped during 2002-03. Therefore 
from the above analysis it can be said that India's imports from Qatar 
consist of around 50 percent of non-oil imports. Main items of India's 
imports from Qatar has been organic and inorganic chemicals. Artificial 
resin, plastic materials etc., sulphar and unrosted iron pyrites. India's 
imports of non-energy commodities has been increasing but not as faster 
as India's global imports. And imports of sulphar and unrosted iron 
pyrites from Qatar has very substantial share in India's global imports of 
this item. During 2002-03 imports of fertilizers manufactured became nil 
which was the second largest non-oil imports of India from Qatar. 
6.5. India's Non-Energy Imports from Saudi Arabia: 
Saudi economy is the largest economy among G.C.C. countries. 
Prior to the discovery of oil there was no existence of integrated national 
economy, economic activity outside Hejaz was confined to livestock 
raising, primitive agriculture and production of simple tools by craftsmen. 
The annual Haj pilgrimage provided an opportunity for business activity 
in Hejaz region.''* But the discovery of oil changed the whole economic 
structure of Saudi Arabia and its main exports confined to the petroleum 
oil and its products. The whole economy of Saudi Arabia is being 
dominated by petroleum sector. Though Saudi Arabia has been striving to 
diversify its economy since 1980s and it has achieved this target of 
diversification to some extent. But still exports of Saudi Arabia has been 
dominated by petroleum sector. Therefore Saudi exports to India also 
mainly consist of petroleum oil and its products. Saudi Arabia has been 
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the second largest non-energy exporter to India among G.C.C. countries. 
India's total imports from Saudi Arabia was $1.7 billion in 1992-93. 
Whereas non-energy imports was only $287.28 million which was around 
17.18 percent of India's total imports from Saudi Arabia. Whereas India's 
total imports from Saudi Arabia was $3.9 billion in 2002-03 and imports 
of non-energy commodity was $516.02 million. Thus non-energy imports 
was only 13.13 percent of India's total imports from Saudi Arabia in 
2002-03. Therefore non-energy imports has not been growing as fast as 
energy imports has been growing. The details about India's non-energy 
imports and its commodity composition is given in Table-6.5. 
From Table it can be seen that India's non-energy imports from 
Saudi Arabia was $287.28 million in 1992-93, which increased to 
$516.02 million by 2002-03. Thus during this period imports of non-
energy commodities from Saudi Arabia to India grew by only 79.62 
percent. Imports of organic chemicals has been the largest non-energy 
imports from Saudi Arabia in 2002-03. Imports of this items increased 
from $40.71 million in 1992-93 to $119.84 million in 2002-03. Thus 
during this period imports of this item increased by 194.4 percent. Also 
imports of this item from Saudi Arabia is about 6.50 percent of India's 
total imports of this item. Artificial resin, plastic material etc. was the 
second largest import item from Saudi Arabia. Its imports increased from 
$35.35 million in 1992-93 to $49.36 million in 2002-03. Thus during this 
period imports of this item increased by 39.6 percent. Imports of this item 
from Saudi Arabia was about 6.42 percent of India's total import of this 
item in 2002-03. Inorganic chemical has been third largest imports item 
of India from Saudi during 2002-03. Imports of this item increased from 
$36.63 million in 1992-93 to $45.87 million in 2002-03. Thus during this 
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Table: 6.5 Commodity Composition of India's Non-Energy 
Imports from Saudi Arabia (US $ Million) 
Commodity 
Total 
Pulp and Waste Paper 
Wool, Raw 
Raw Hides & Skins 
Leather 
Fertilizers Crude 
Sulphar and Unrosted Iron Pyrites 
Metalifers Ores & Metal Scraps 
Organic Chemicals 
Inorganic Chemicals 
Fertilizers Manufactured 
Artificial Resins Plastic Material etc. 
Non-Ferrous Metals 
Transport Equipments 
Gold 
Silver 
Other Commodities 
1992-93 
287.28 
7.56 
0.53 
0.51 
2.62 
1.06 
76.19 
5.44 
40.71 
36.63 
21.91 
35.35 
29.77 
1.16 
0 
0 
27.10 
2002-03 
516.02 
9.40 
3.35 
3.07 
13.06 
2.44 
5.37 
22.44 
119.84 
45.87 
1.75 
49.36 
9.03 
0.45 
14.79 
2.53 
204.66 
% Change 
79.62 
22.88 
532.08 
501.96 
398.47 
130.19 
- 92.95 
312.50 
194.37 
25.23 
- 92.01 
39.63 
- 69.67 
-61.21 
100.00 
100.00 
655.20 
Source: Foreign Trade Statistics of India, Directorate General of 
Commercial Intelligence & Statistics (DGCI&S), Government of India, 
Calcutta, March 1993 and March 2003. 
period imports of this item increased by 25.2 percent. Imports of this item 
fi-om Saudi Arabia is about 4.09 percent of India's total imports of this 
item. Metalifers ores and metal scrap was the next important import of 
India from Saudi Arabia in 2002-03. Its imports increased fi-om $5.44 
million in 1992-93 to $22.44 million in 2002-03. Thus during this period 
import of this item increased by 312.5 percent. Imports of this item from 
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Saudi Arabia was 2.24 percent of India's total imports of this item in 
2002-03. Import of gold was zero in 1992-93 due to restriction in the 
imports but after liberalization of the imports of gold, it became an 
important item of India's imports from Saudi Arabia. Imports of gold was 
$14.79 million during 2002-03. Another important item of non-energy 
imports which registered a substantial growth was leather. Imports of 
leather increased from $2.62 million in 1992-93 to $13.06 million in 
2002-03. Thus during this period imports of leather registered a hefty 
growth of 398.5 percent. Imports of pulp and waste paper increased from 
$7.65 million in 1992-93 to $9.40 million in 2002-03. Thus during this 
period imports of this item from Saudi Arabia increased by 22.9 percent. 
Imports of Raw wool increased from $0.53 million in 1992-93 to $3.35 
million in 2002-03. Thus during this period imports of this item has 
registered the largest growth in import from Saudi Arabia of about 532.1 
percent. Also imports of raw hides and skins was $0.51 million in 1992-
93, which increased to $3.07 million in 2002-03. And this item also 
registered a hefty growth of about 502 percent. Imports of fertilizers 
crude increased from $1.06 million in 1992-93 to $2.44 million in 2002-
03. Growth of this item during this period was 130.2 percent. Imports of 
Silver from Saudi Arabia was zero in 1992-93 but in 2002-03 its imports 
was $2.53 million. This is due to imports liberalization of India after 
1991. 
There were some important item of Saudi imports, which registered 
a negative growth from 1992-93 to 2002-03. Sulphar and unrosted iron 
pyrites was the largest item of Saudi non-energy exports to India during 
1992-93. But its imports fell from $76.19 million in 1992-93 to $5.37 
million in 2002-03. Thus during this period it registered a 93 percent of 
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negative growth. Imports of fertilizers manufactured from Saudi Arabia 
also fell from $21.91 million in 1992-93 to $1.75 million in 2002-03. 
Thus during this period imports of this item registered 92 percent of 
negative growth. Import of non-ferrous metals was $29.77 million in 
1992-93, which fell to $9.03 million in 2002-03. During this period its 
imports fell by 69.7 percent. Thus after decline in the imports of this item 
it was still 1.40 percent of India's total imports of non-ferrous metals in 
2002-03. Another item which registered a negative growth was transport 
equipments. Imports of this item from Saudi Arabia was $1.16 million in 
1992-93 which fell to $0.45 million in 2002-03. Therefore from above 
analysis it can be said that India's imports of non-energy commodities 
has been growing very slow as compared to energy imports. Thus the 
share of non-energy imports has been falling continuously. But some of 
the non-energy import items like organic and inorganic chemicals and 
artificial resins, plastic materials etc. have very substantial share in 
India's total imports of these items. 
6.6. India's Non-Energy Imports from U.A.E.: 
The UAE economy prior to the discovery of oil was simple and 
primitive. Pearl fishing was its mainstay and if its present era is the age of 
oil, the previous era may be referred to as the age of pearls. In addition, 
there was fishing, animal husbandry, agriculture, simple trade and other 
services. And as most of these activities were of a seasonal nature, 
seasonal un-employment was a fact of life. Though agriculture has been 
practiced in the emirate since ancient times, where the soil was fertile and 
water was available for irrigation. But most of the parts of UAE was 
desert and covered with sand dunes. Thus agriculture sector has been very 
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limited. The grazing of camels, sheep and goats was considered important 
to the economy of the emirates prior to oil discovery.'^ Because of the 
harsh living conditions prevailing in the country's interior, the inhabitants 
of UAE were from very early times driven to seek their livelihood from 
the sea. It was therefore natural for them to sail the seas and establish 
trade and other relations with far away places. Pearls, dried fish and hides 
and skins from UAE were traded for spices, cereals, gum, textiles and 
precious metals. UAE also acted as a commercial exchange center for 
other countries of the Arabian Peninsula. It is obvious that the discovery 
of oil has brought about a drastic change in the economy of UAE. Most 
of the ancient professions and trades have disappeared and their places 
have been taken by industries and new trades that suit the country's 
present day condition.^ .^ Therefore UAE has become very important 
exporter of petroleum oil and its products and also it has become a 
regional trading center and earning good amount through re-exports. 
India's relation with UAE has also been very old. Prior to the discovery 
of oil, spices etc. are being imported by UAE against pearls and dates etc. 
India's imports from UAE has been very substantial. Though the major 
portion of India's imports from UAE consists of petroleum and its 
products but non-petroleum imports from UAE has also been very 
substantial. UAE is the largest source of non-energy import of India 
among G.C.C. countries. India's total import from UAE was $842.8 
million in 1992-93 of which non-energy imports were $163.15 million. 
Therefore share of non-energy imports was about 16 percent in India's 
total imports from UAE during 1992-93.'^ Non-energy imports from 
UAE have increased to $974.25 million in 2002-03. But share of non-
energy imports cannot be calculated because the data about energy 
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imports from UAE is not available since 2000-01. The details about the 
non-energy import from UAE and commodity composition of imports is 
given in Table.6.6. 
India's non-energy imports from UAE increased from $163.15 
million in 1992-93 to $974.25 million in 2002-03. Thus during this period 
non-energy imports from UAE increased by 587.3 percent. Pearls, 
precious, semi-precious stones were the largest non-energy imports item 
of India from UAE during 2002-03. Import of this item was only $7.05 
million in 1992-93, which increased to $392.96 million in 2002-03. Thus 
during this period imports of it grew by hefty 5466 percent. Import of 
gold was the second largest non-energy imports of India from UAE 
during 2002-03. The import of gold was zero during 1992-93. Due to 
liberalization, imports of gold have become second largest imports item. 
Imports of pearls, precious, semi-precious stones and gold from UAE is 
about 6.49 percent and 4.99 percent of India's total imports of these items 
respectively. Metalifer ores and metal scrap was the third largest imports 
of India during 2002-03. Its imports increased from $30.58 million to 
$82.58 million. Thus during this period its import increased by 170.1 
percent. While this was the largest import item of India during 1992-93. 
Artificial resin, plastic material etc. were the next important item of 
India's imports from UAE. Imports of this item increased from $1.29 
million in 1992-93 to $26.9 million in 2002-03. During this period its 
imports increased by 1985.3 percent. Imports of this item were negligible 
in 1992-93 but in 2002-03 its imports became substantial. Next important 
item of India's imports from UAE was machinery except electrical and 
electronic during 2002-03. Its imports increased from $7.08 million in 
1992-93 to $23.21 million in 2002-03. Its imports grew by 227.8 percent 
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Table: 6.6 Commodity Composition of India's Non-Energy 
Imports from United Arab Emirates (US $ Million) 
Commodity 
Total 
Pulp and Waste Paper 
Sulphar and Unrosted Iron Pyrites 
Metalifers Ores & Metal Scraps 
Organic Chemicals 
Inorganic Chemicals 
Fertilizers Manufactured 
Artificial Resins Plastic Material 
etc. 
Pearls Precious Semi precious 
Stones 
Non-Metallic minerals 
Manufactures Excluding Pearls 
Iron and Steel 
Non-Ferrous Metals 
Gold 
Silver 
Manufactures of Metals 
Machinery Except Electrical and 
Electronic 
Electronic goods 
Transports Equipments 
Other Commodities 
1992-93 
163.15 
11.84 
13.70 
30.58 
2.96 
8.43 
16.23 
1.29 
7.06 
0.02 
7.72 
4.90 
0 
0 
0.29 
7.08 
0 
0.73 
42.73 
2002-03 
974.25 
15.20 
17.16 
82.58 
4.51 
17.88 
3.17 
26.90 
392.96 
5.36 
4.59 
13.60 
189.12 
1.23 
5.52 
23.21 
10.79 
4.48 
117.69 
% Change 
587.25 
28.38 
25.26 
170.05 
52.36 
112.10 
- 80.87 
1985.27 
5466.01 
26700.00 
- 40.54 
177.55 
100.00 
100.00 
1803.45 
227.82 
100.00 
513.70 
175.43 
Source: Foreign Trade Statistics of India, Directorate General of 
Commercial Intelligence & Statistics (DGCI&S), Government of India, 
Calcutta, March 1993 and March 2003. 
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during this period. Imports of metalifers ores and metal scrap and 
artificial resin, plastic material etc. from UAE was about 8.2 percent and 
3.5 percent of India's total imports of these items respectively. Imports of 
inorganic chemical increased from $8.43 million in 1992-93 to $17.88 
million in 2002-03. During this period its imports grew by 112.1 percent. 
Imports of inorganic chemicals from UAE was 1.59 percent of India's 
total imports of this item in 2002-03. Imports of sulphar and unrosted iron 
pyrites increased from $13.7 million in 1992-93 to $17.16 million in 
2002-03. During this period its imports grew by 25.3 percent. While its 
import from UAE was 23.5 percent of India's total imports of sulphar and 
unrosted iron pyrites. Imports of pulp and waste paper increased very 
marginally from $11.84 million in 1992-93 to $15.2 million in 2002-03. 
Another important item of non-energy imports of India from UAE has 
been non-ferrous metals. Its imports increased from $4.9 million in 1992-
93 to $13.6 million in 2002-03. Its growth in imports during this period 
was 177.6 percent and import of non-ferrous metals from UAE was about 
2.11 percent of India's total imports of this item during 2002-03. Imports 
of electronic goods from UAE increased from zero in 1992-93 to $10.79 
million in 2002-03. Imports of non-metalic minerals, manufactures 
excluding pearls increased from $0.02 million in 1992-93 to $5.36 
million in 2002-03. Thus imports of this item grew very substantially by 
26700 percent. Another item which imports grew substantially by 1803 
percent during above said period was manufacture of metals. Its imports 
increased from $0.29 million in 1992-93 to $5.52 million in 2002-03. 
Imports of transport equipments increased from $0.73 million to $ 4.48 
million during this period. And imports of organic chemicals increased 
from $2.96 million to $4.51 million during the above said period. While 
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some items of India's imports from UAE registered a negative growth 
during the above said period. These are fertilizers manufactured and iron 
and steel. Imports of fertilizers manufactured fell from $16.23 million in 
1992-93 to $3.17 million in 2002-03. Fertilizer manufactured was the 
second largest imports item of India from UAE during 1992-93 but its 
imports during 2002-03 became very low. While import of iron and steel 
fell from $7.72 million in 1992-93 to $4.59 million in 2002-03. 
Therefore from the above analysis it can be said that UAE has been 
the largest source of India's non-energy imports among G.C.C. countries 
during 2002-03. Some of India's imports item from UAE like metalifers 
ores and metal scrap, pearls, precious, semi-precious stones, and non-
ferrous metals etc. constitute a substantial proportion in India's global 
imports of these items. G.C.C. countries are very important source of oil 
and gas imports of India but these countries are also important from the 
point of view of non-energy imports. However the dominance of 
petroleum sector in the exports of these economies over shadows the non-
energy imports. Therefore India has surplus trade balance in trade of 
commodities, but has very huge deficit in balance of payment with these 
countries due to very high bill of oil and gas imports. 
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CHAPTER- 7 
CONCLUSION 
International trade has acquired crucial importance worldwide 
during the last two decades. Eventful global developments of recent years 
and the fast changing international economic and trading environment 
have added a new dimension to the global economic cooperation. 
International trade has assumed considerable significance on account of 
the key role it plays in accelerating the pace of economic development. It 
is a universal economic phenomenon that trade liberalisation or barrier 
free trade leads to expansion of international economic welfare. Since 
1990s most of the developing countries world over left their old 
economic policies and adopted new economic policies to make their 
economies matching to the world economy. Therefore since 1990s most 
of the developing countries have initiated economic reforms and 
liberalisation to stimulate high growth rate and to exploit their capacity in 
best possible manner. World Trade Organisation (WTO) and 
International Monetary Fund (IMF) have been playing major role in this 
direction and have prescribed rules and norms to restructure their 
economies in order to convert state controlled economies in the free 
market economy. Where the control of state on the economic activities 
and the role of subsidies should be minimised. These two organisation 
have placed more weightage to privatisation of state owned enterprises 
and to make fiscal, monetary and exchange rate policies compatible to the 
international standards. Trade barriers should be removed and trade 
should be export oriented not import restricting. 
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The most significant developments in the global economy since the 
1980s has been structural adjustments and macro-economic reforms 
introduced by a number of developing countries. India has not been an 
exception. Process of liberalisation and reforms in India were started 
during 1980s, but took concrete shape in mid 1991. When the economic 
conditions of the country, especially the external sector turned un-
manageable, the Indian government had no option but to resort to ftill-
fledged macro-economic reforms and structural adjustment in order to 
bring the economy back on the track. Economic reforms initiated in India 
during mid-1991 were broad-based and comprehensive. Industrial, fiscal, 
monetary, financial and especially external sector policies under went sea 
change. Reforming foreign trade was the first step in the process of 
India's external sector reform. This step was very significant in the sense 
that the size of the trade deficit during the fiscal year 1990-91 was 
abnormally large amounting to over $9.4 billion, amounting to 3.2 
percent of GDP. Indian trade sector was liberalised to respond to the 
opportunities and challenges posed by the national and international 
developments. Thus trade policy reforms began in 1991 focused on 
liberalisation, openness, transparency and globalisation. The reform 
package focused on outward orientation in the economy from import 
competing activity to export promotion activity, moving away from 
quantitative restrictions to opening up of the market and gradually 
reducing the tariff barriers. These steps were to improve the 
competitiveness of the Indian industry to meet global market 
requirements. Trade policy reforms have provided an export friendly, free 
trading environment conducive to accelerated export performance with 
simplified procedures. Thrust of the policy is export promotion, which is 
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crucial for external sector management. Trade reforms revised 
continuously since 1991 have helped to strengthen the export production 
base, remove procedural irritants, and facilitate input availability besides 
emphasis on quality and technological upgradation and improve the 
competitive edge. In fact the trade policy reforms in India initiated since 
1991 have drastically changed the scenario and have resulted in a shift 
from the inward oriented policy to the outward oriented policy. Removals 
of quantitative restrictions and substantial reduction in tariff have 
increased international competition. Trade liberalisation has reduced the 
effective protection to capital intensive activities and has been 
encouraging export oriented labour intensive manufacturing activities. 
Trade policy reforms in the recent past, with their focus on liberalisation, 
openness, transparency and globalisation, have provided an export 
friendly environment in India with simplified procedures for trade 
facilitation. Such continued trade promotion and trade facilitation efforts 
of the Indian government have encouraged export growth. With the 
liberalisation and reforms, India's international trade has increased 
manifold. India's global exports in 1990 were only $17.8 billion which 
increased to $82.4 billion in 2004. Thus during this period India's exports 
grew by 362 percent. India's new liberal-economic policies have 
friggered an industrial boom which is pumping up demand for petroleum 
products. The government has been ending the state monopoly on the 
import and refining of oil, and exposing India's energy market to 
competition. Private investment is now pouring in everywhere from 
seismic survey, oil field development, new refineries and to marketing of 
petroleum products. Also the Indian government has officially abolished 
the Administered Pricing Mechanism (APM) for petroleum product 
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prices in April 2002. In practice, though these reforms have not 
completely removed government influence on petroleum product prices. 
Subsidies are still maintained on some petroleum products. Therefore due 
to openness of petroleum sector for private participation and external 
investment various G.C.C. countries are going to invest in this sector in 
India. 
Over the past three decades G.C.C. countries witnessed an 
unprecedented economic transformation. Oil revenues have been used to 
modernise infrastructure and to diversify their economic activities along 
with modernisation of existing petroleum sector. Because oil is depletable 
source and price fluctuation of petroleum products have very substantial 
impact on the economies of G.C.C. countries. Therefore diversification of 
these economies and reduction on the dependence on petroleum sector 
has been felt as an urgent need. The G.C.C. countries are implementing 
policy reforms to accelerate non-oil growth. Due to huge hydrocarbon 
wealth an extensive welfare system is in place in all G.C.C. countries. 
Government services in many G.C.C. countries are provided free or at 
highly subsidized prices, particularly water and electricity, while non-oil 
taxation is low, consisting mainly of income tax on foreign corporations, 
except in Oman, where domestic corporates are also under the net of 
taxation. Some of the G.C.C. countries recorded fiscal deficits over the 
years, reflecting volatile global oil prices and relatively high level of 
current expenditure. But due to revival of crude oil prices in the 
international market again G.C.C. economies have been gaining huge 
surplus revenues. The structure of G.C.C. economies and the composition 
of their exports are changing. The weight of the manufacturing sector has 
been growing very rapidly in Saudi Arabia. UAE has become regional 
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trading centre while the banking and insurance sector is by far the single 
most important sector in Bahrain. In Qatar natural gas is well on the road 
to bypassing oil as the key sector in the economy and in Oman the growth 
and diversification strategy is centered on developing its natural gas 
resources and tourism. Reflecting these trends, non-oil growth has varied 
across the G.C.C. economies. The restructuring and privatisation of 
utilities and related services have been placed at the top of the agenda in 
many G.C.C. countries. Oman, Qatar, and UAE are presently relying on 
the private sector and Foreign Direct Investment (FDI) to fund and 
manage infrastructure projects in the energy and water sectors. While 
Saudi Arabia has moved aggressively to privatise telecommunication, 
water and power projects. New incentives have been recently adopted in 
all G.C.C. countries to attract FDI. These include the establishment of 
regulatory, institutional and legal framework to govern foreign capital 
inflows under a generally liberal exchange and trade system. In fact 100 
percent foreign ownership has been allowed in most non-hydrocarbon 
sectors. Corporate income tax on foreign corporation has been reduced 
substantially, administrative steps for investment approval streamlined, 
and foreign investors' access to local stock markets improved. 
India's trade links with the Gulf Cooperation Council countries 
have been centuries old. The trade between India and G.C.C. countries 
received stimulus after the oil boom period of 1973. In the G.C.C. 
countries process of diversification was started after first oil boom of 
1970s, but it got momentum in 1980s when oil prices fell. For the 
diversification of economy these countries needed heavy investment in 
various sectors of the economy and heavily dependent on imports of 
capital goods, raw materials, skilled and unskilled workers. The advent of 
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oil boom brought about substantial amount of foreign exchange at their 
disposal giving rise to the large increase in the demand of G.C.C. 
countries for the imports of variety of products like food items, 
agricultural products and consumer durables. When the oil boom attracted 
the attention of world economies towards the G.C.C. market, the 
developed countries with surplus production began taking advantage of 
the large increase in demand for the luxury and non-luxury goods. India 
belonging to the group of developing countries was not always able to 
supply the qualitative goods demanded in the G.C.C. countries. Exporters 
of developed countries in addition to the supply of sophisticated items 
adopted vigorous sales campaign treating G.C.C. countries as the buyer's 
market. But before the liberalisation and reforms Indian exporters could 
succeed in a small segment of the G.C.C. market with relatively low 
income group people demanding low priced goods. This kept the 
profitability of Indian exporters low. But when India introduced the 
economic reforms and liberalisation since 1991, new dimensions have 
been added to Indo-G.C.C. trade, and India's trade with the G.C.C. 
countries has been increasing continuously. India's global exports 
increased fi-om $17.8 billion in 1990 to $82.4 billion in 2004. Thus during 
this period India's global exports increased by 362 percent while, India's 
exports to G.C.C. countries increased from $890 million in 1990 to $8.5 
billion in 2004. Thus India's exports to G.C.C. countries increased by 849 
percent during the same period. This trend is clearly reflecting in the 
increasing share of India in the G.C.C. trade. Also this growth rate varies 
among G.C.C. countries. India's exports growth to Bahrain during this 
period remains lowest at 271 percent, while export to UAE has been 
largest at about 1226 percent. Therefore in recent years G.C.C. has 
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emerged as the second largest trading partner of India. Further, G.C.C. 
has been the largest single origin of imports for India. While becoming 
second largest destination for exports from India. Bilateral trade has 
increased to about $17 billion in 2004-05, excluding India's oil and gas 
imports from G.C.C. countries, which was approximately another $19 
billion. 
India's main commodities of exports to G.C.C. countries have been 
agricultural and primary products but we have observed that this trend 
has been changing and now India's exports basket to G.C.C. countries is 
not just confined to primary and agricultural products. India's exports 
basket to G.C.C. economies has been diversifying from primary and 
agricultural products to manufacture and services exports. This is the 
positive sign for Indian exports and shows the ability of Indian 
manufactured goods to compete in highly competitive market of G.C.C. 
countries. But India's traditional item of exports to G.C.C. countries has 
been declining, where Indian exporters have to pay their heed to restore 
their position of traditional exports to G.C.C. market. 
The G.C.C. market has been very competitive because developed 
countries like United States, United Kingdom, France, Japan etc. have 
been dominating this market since oil boom period and they have 
established themselves in this market. But during the oil boom period 
developing countries like India, China, Brazil etc. were not in a position 
to substantially enhance their exports to G.C.C. countries due to their 
inefficiency to produce quality goods and lower ability to compete hence 
entered very late in the G.C.C. market. Therefore reforms and 
liberalisation when India became in position to export manufactured 
products to G.C.C. market, it faced very stiff competition by the 
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previously well-established exporters in this market. But Indian exporters 
succeeded to increase there share in each G.C.C. market. UAE has been 
the second largest trading partner of India after United States representing 
70 percent of India's exports to G.C.C. countries. Previously G.C.C. 
markets were dominated by Industrial countries, but now their share has 
been falling and share of developing countries has been increasing. 
Among the developing countries China has been giving stiff competition 
to India in the G.C.C. market. Before liberalisation, India could not find a 
significant place in the G.C.C. markets, but in the 1990s, as we have seen 
the G.C.C. region provided India an opportunity to pursue its policy of 
export promotion and encouragement of foreign investment. In the new 
situation, G.C.C. economies are shifting from Western Economies to the 
Asian region for their bilateral trade in east looking policy. As India is 
enjoying good relations with G.C.C. countries, it is providing added 
benefit and stimulating cooperation in trade and investment with the 
G.C.C. countries. 
During the 1990s, energy cooperation emerged as the dominant 
feature of Indo-G.C.C. economic relations. India's economy is growing 
exceptionally fast, which is propelling the demand for energy 
requirements. India imports its 70 percent of crude oil requirement which 
is projected to increase to 80 percent in 2020. Because of higher 
dependency on the imported oil and gas to fulfill the deficit in domestic 
production and consumption, India has to secure its source of supply. The 
G.C.C. oil and gas are very important source for Indian energy imports. 
Despite the best efforts to secure diverse source of oil imports. India is 
likely to depend heavily upon GCC oil resources in fiiture also. 
^ ^ > ^ 
With the discovery of huge reserves of natural gas in Qatar and 
India's growing demand for natural gas, Qatar has emerged as potential 
supplier of natural gas to India. And India has become a very substantial 
market to G.C.C. countries for supply of their oil and gas. Thus this 
mutual dependence of India and G.C.C. countries will further increase in 
the coming days with the increase in the India's energy demand. Not only 
the oil consumption but the heavy demand for oil based products like 
petrochemicals and fertilizers that provide the basis for a more beneficial 
relationship between India and the G.C.C. countries are based on 
interdependence. India's imports bill from G.C.C. countries has been 
swelling due to increasing prices of crude oil and its growing demand in 
India. Crude oil imports from G.C.C. countries have been the major item 
of India's imports basket and have been growing substantially. Apart 
from crude oil India's imports basket comprises organic and inorganic 
chemical, artificial resins, plastic materials, sulphar, iron pyrites, pulp and 
waste paper, metalifers ores and metal scraps and non-ferrous metals etc. 
Though imports of non-energy commodities from G.C.C. countries have 
not been very significant but imports of these items from G.C.C. 
countries have also been growing during the period of our study. Further 
trends for exports and imports from G.C.C. countries and trade balance 
from G.C.C. countries can be explained by the Table-7.1. 
India's exports to G.C.C. countries were $890 million in 1990 
which increased to $1.3 billion in 1991 but fell to $1.2 billion in 1992. 
After that India's exports to G.C.C. countries have been continuously 
rising and had reached to the level of $8.5 billion in 2004. Thus during 
this period India's exports to G.C.C. countries grew substantially by 849 
percent. India's imports from G.C.C. countries were $3.1 billion in 1990 
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which grew to $7.3 billion in 1999. Thus during this period India's 
imports from G.C.C. countries grew by 134 percent while exports grew 
by 255 percent which is faster than imports growth. Data in the table 7.1 
shoes that after 1999 India's imports fell suddenly. This decrease in data 
for imports is due to non-inclusion of oil imports bill in India's total 
imports since 1999. India's trade balance to G.C.C. countries always 
remains negative, but table shows a positive trade balance in the recent 
years. This is also due to non-inclusion of oil imports bill. India's balance 
of trade deficit with the G.C.C. countries was $2.2 billion in 1990 which 
increased to $4.2 billion in 1999. Thus during this period India's balance 
of trade deficit increased by only 86 percent. After 1999 India's balance 
of trade position has apparently changed. Deficit is very low or balance of 
trade favourable to India. But this is due to non-inclusion of oil imports 
bill. This shows that India's commodity exports are substantially greater 
than the imports of non-oil commodities from G.C.C. countries and 
deficit is only due to high dependency of oil imports from these countries. 
Which has been increasing continuously and in recent years severe hike 
in crude oil prices will fiirther increase the trade deficit of India. Taking 
into consideration, this oil import bill, India's deficit in her trade with 
G.C.C. countries run into many billion of dollars and has been perpetually 
increasing. 
This high trade deficit has been some how being compensated by 
the India's labour exports to G.C.C. countries and consequent remittances 
inflow from the G.C.C. countries. Labour is India's most valuable exports 
to the G.C.C. countries. It brings huge amount of foreign exchange in the 
form of remittances every year. India's labour exports to G.C.C. countries 
which picked up after first oil boom remained very high up to mid 1980s. 
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Table: 7.1 Trends in India's Trade Balance with G.C.C. 
Countries (US $ Million) 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
India's Exports 
to G.C.C. 
Countries 
890 
1,284 
1,189 
1,457 
1,943 
2,052 • 
2,386 
2,695 
2,963 
3,161 
3,733 
2,944 
3,164 
6,494 
8,446 
India's Imports 
from G.C.C. 
Countries 
3,124 
2,446 
3,832 
3,983 
4,967 
6,245 
7,386 
7,486 
6,035 
7,336 
3,239 
3,499 
3,726 
2,912 
3,812 
India's Balance 
of Trade Deficit 
with G.C.C. 
Countries 
- 2,234 
-1,162 
- 2,643 
- 2,526 
- 3,024 
-4,913 
- 5,000 
- 4,791 
- 3,072 
-4,175 
494 
-555 
-566 
3,582 
4,634 
Source: Direction of Trade Statistics (DOTS) Yearbook 1997 and 2003, 
DOTS Quarterly, December 2004 and June 2005. 
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Because the rise in oil prices brought huge surplus capital to G.C.C. 
countries and these countries were well aware about the exhaustive nature 
of oil. Thus they started investment in infrastructure to diversify their 
economies and this process needs huge human resources. G.C.C. 
countries are labour scares and do not posses required skill. Thus G.C.C. 
countries remains very much dependent on expatriate labour for their 
development. India With geographical proximity, established relations 
with G.C.C. countries, labour abundance and wide spread unemployment 
grabbed this opportunity and started exporting labour at massive scale. 
We have seen that after mid 1980s when oil prices fell labour exports also 
fell. This falling trend is also due to completion of various projects which 
was started in the beginning of oil boom. Recently India's labour exports 
to G.C.C. countries have been increasing very fast. G.C.C. countries 
have imposed strict restrictions on the imports of unskilled labourers to 
provide jobs to indigenous labour force. But even after this restriction 
India's labour exports is growing due to ability to perform better and 
ready to work at lower wages. Also increase of labour exports can be 
attributed to the recent increase in the oil prices which has generated 
surplus income and this income is being vigorously invested in various 
development and diversification projects which needs semi-skilled and 
skilled workforce. Indians are not only going to G.C.C. countries in the 
blue color jobs like some time ago, but Indian managerial and technical 
expertise are now replacing their counterparts from the Western countries 
in the G.C.C. economies. Saudi Arabia has been the largest importer of 
India's labour force but since 2003 UAE has emerged as the largest 
annual importer of Indian labour force among G.C.C. countries. Though 
various steps have been taken by Indian government to save Indian labour 
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force from exploitation before and after their departure but still labourers 
are being exploited by Indian agents and foreign employers. Thus Indian 
government needs to formulate policies in such a manner that this 
malpractice does not take place. The most important benefit from labour 
exports to G.C.C. countries has been inflow of huge remittances. Which 
not only augments scares foreign exchange but also provides a potential 
source of additional savings and capital formation. Remittances from 
G.C.C. countries, resulting in favourable current account balance and 
meeting substantial proportion of the oil imports bill from G.C.C. 
countries. Remittances constitute about 4 percent of India's GDP and its 
impact on regional economies like Kerala has been profound. 
Given India's geographical proximity, cultural affinity and 
economic complementarities with the G.C.C. countries, India's 
multifaceted relations with these countries have continued to flourish. 
India and G.C.C. countries have mutually collaborative role as seen in the 
fact that while the G.C.C. countries can meet the oil and gas requirements 
of India. India can meet the non-oil requirements of G.C.C. countries. In 
recent times, India's traditional economic ties with G.C.C. countries have 
become even stronger, especially due to increasing imports of oil and gas, 
growing trade and investment opportunities and presence of 3.5 million 
Indian workers in the region. The substantial oil and gas reserves of the 
G.C.C. region play a vital role in fulfilling India's energy needs and are 
integral to the country's energy security. Today, Indo-G.C.C. trade is not 
restricted to oil and petroleum products only; it is in fact extremely 
diversified. Indo-G.C.C. trade has been on the upswing for the last 
several years with G.C.C. emerging as an important trading partner of 
India, although potential remained to be frilly exploited. India and G.C.C. 
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countries signed a framework agreement on economic cooperation in 
August 2004, which seeks to expand and liberalise bilateral trade 
relations. The Free Trade Area (FTA) agreement is expected to be ready 
by 2007, with this agreement bilateral relationship between India and 
G.C.C. countries will enter into a new era of partnership. 
Ever since India introduced the economic liberalisation policy, new 
dimensions have been added to Indo-G.C.C. cooperation. There are now 
several avenues for foreign investors and the G.C.C. countries have 
responded positively. While joint ventures have flourished, there is 
immense potential for further economic cooperation. As the G.C.C. 
countries face the twin challenges of human resource development and 
diversification of their economy. India faces the challenge of securing its 
oil and gas resources to sustain its economic growth. In such an 
environment, India could emerge as a major market for the G.C.C. 
countries since it is incrementally opening its market and use that as a 
basis to ensure that its own energy needs are met by the G.C.C. countries. 
Besides this the scope for cooperation in knowledge based products, 
education, health and tourism sector are immense. 
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